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FOREWORD

This report describes U.S. Government activities that supported reform in the twelve New
Independent States (NIS) of the former Soviet Union during fiscal year (FY) 2000. In FY
2000, the U.S. Government continued to redirect its NIS assistance activities away from
technical assistance to central governments and towards support to non-governmental
organizations, small and medium-sized private businesses, independent media, and reform-
oriented regions and cities. Exchange programs and partnerships between U.S. and NIS
organizations were again an increasingly important part of the U.S. assistance effort in the
NIS. FY 2000 also witnessed a significant increase in U.S. assistance aimed at reducing
threats from former Soviet weapons of mass destruction, preventing weapons proliferation
and promoting regional stability.

While assistance is only one aspect of the U.S. relationship with the NIS, it is a critical
element of our engagement with this strategically important region of the world. In this
report, we attempt to provide as comprehensive a look as possible at the full range of these
assistance activities.

Ambassador William B. Taylor, Jr.
Coordinator of U.S. Assistance to the NIS
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I. INTRODUCTION

For the twelve New Independent States (NIS) of the former Soviet Union, fiscal year 2000 (FY 2000) was a year
marked by uneven progress toward stability, democracy, and market-based economies. Positive developments
on the economic front were paralleled by generally negative trends with regard to democratic reform. For the
first time since the breakup of the Soviet Union, all twelve NIS countries registered increases in gross domestic
product (GDP) during calendar year 2000. These official GDP statistics were supported by numerous anecdotal
reports confirming real, though incremental, improvements in the standard of living for many citizens of the NIS
countries. At the same time, however, a series of deeply flawed presidential and parliamentary elections were
held in several of the NIS, and many governments in the region continued to suppress the development of civil
society and to stifle critical voices in the media. A particularly disturbing trend was the apparent backsliding on
press freedom and attitudes toward non-governmental organizations (NGOs) evidenced by the new Russian
Government under Vladimir Putin. In the face of these and other challenges during FY 2000—including the
continuing threat that destabilizing weapons of mass destruction (WMD) might proliferate, and a devastating
drought that affected the southern tier of the NIS—the U.S. Government’'s NIS assistance programs combined a
steady focus on long-term objectives with a flexible response to critical short-term needs.

U.S. Government assistance to the NIS is based on a twin set of premises: that the United States has a long-
term strategic interest in what kind of states the NIS become; and that the outcome is more likely to be favorable
if we remain engaged as partners in that transition. Few would argue with the first premise: U.S. national
security will clearly be enhanced if the NIS become market-based democracies, and if their WMD arsenals are
secured and reduced in size. The second premise is more open to debate—critics of U.S. assistance over the
past nine years have found examples where the U.S. Government's efforts fell short of desired objectives.
Skeptics about the utility of continuing U.S. engagement with the NIS through assistance programs can also
point to the undeniable fact that, despite billions of dollars spent over a nine-year period, not one of the NIS has
made the type of successful transition seen in a number of countries in Central and Eastern Europe.
Nevertheless, U.S. Government assistance to date has had—and can continue to have—a positive impact on
the long-term development of the NIS, as long as the lessons of past successes and failures are taken into
account and the programs are tailored to the specific needs and characteristics of each country. It should also
be stressed that the U.S. Government views its NIS assistance programs not only in developmental terms, but
as an essential component in our overall relationship with these countries—these programs are not only
promoting democratic and market reform, and helping prevent WMD proliferation and other threats to U.S.
national security, but they are also helping the U.S. to build constructive diplomatic, trade and people-to-people
relationships with the region.

Probably the most important lesson learned over the past nine years has been that the transition process in the
NIS will be a long one—generational change is required. Over the past four years, the Coordinator of U.S.
Assistance to the NIS has attempted to reorient U.S. Government assistance to take this reality into account.
This has meant shifting resources into grassroots programs, such as exchanges and Internet access, as well as
support for NGOs, independent media, small business, and reform-minded regions and cities. In FY 2000, for
the fourth consecutive year, the overall budget for NIS exchange programs was increased. Meanwhile, across
the NIS, dozens of new public Internet access sites were opened, and literally thousands of NGOs, media
outlets, and entrepreneurs received grants, loans, and various kinds of training.

Another important lesson learned has been that assistance will only be successful when the recipients are
committed to implementing change. With this lesson in mind, in FY 2000, the U.S. Government continued to
carefully select when and how it engaged with central governments in the NIS countries. Where critical national
security interests were at stake—as was the case with efforts to prevent WMD proliferation or to counter the
threat of terrorism in Central Asia—the U.S. Government worked closely with central governments, which are
responsible for dealing with such matters. In terms of economic and political engagement, however, the U.S.
Government has scaled back or eliminated altogether its technical assistance to NIS governments that have
shown little or no genuine interest in reform. For example, the small size of U.S. Government assistance
programs in Belarus and Turkmenistan reflects those governments’ resistance to reform, and the reduced
amount of economic technical assistance to Uzbekistan in FY 2000 was a reflection of the U.S. Government’s
disappointment with the lack of progress in that country’s reform agenda. Conversely, the U.S. Government
continued to provide robust technical assistance for government-led reform efforts in Moldova (which continued
to be a leader among the NIS in this regard), and in both Georgia and Ukraine where, despite slow progress,
both governments appeared to be moving in the right direction in several key reform areas during FY 2000.



It is important to maintain a long-term perspective on the evolution of the NIS. When U.S. Government
assistance to the NIS began in 1992, few envisioned that the U.S. Government would still be actively engaged
in these assistance efforts nine years later. However, at the time, few understood the depth of the challenges
faced by the NIS countries in transforming a political, economic, and social system deeply scarred by 70 years
of Communist rule. In measuring progress over the past nine years, our benchmark ought not to be the hopes
and expectations of the early 1990s—when it was widely anticipated that the twelve NIS countries would
become new democratic and free-market allies of the United States—but rather the Soviet Union of the Cold
War era. This report contains ample evidence that we have come a long way from the era of U.S.-Soviet rivalry,
both in terms of the types of political, economic, and social systems that exist in the NIS, and in terms of the
level and quality of U.S. engagement with these post-Soviet states.

This report describes in detail the activities carried out under U.S. Government-funded assistance programs
during FY 2000, and assesses the results of these activities. These programs focused on the following four
areas: (1) promoting democratic institution-building, the rule of law and the establishment of civil society; (2)
helping promote market reform; (3) enhancing U.S. security through cooperative threat reduction and
nonproliferation efforts; and (4) addressing urgent humanitarian needs. The following four sections provide brief
overviews of each of these four areas.

Democratic Reform Programs

Demaocratic reform in the NIS remains a long-term, generational process that can be advanced directly and
indirectly by a sustained, judicious commitment of resources. In FY 2000, U.S. Government-funded assistance
programs continued to support the development of an active civil society in the NIS. The U.S. Government's
efforts focused on promoting reform, both bottom-up from the grassroots and top-down through cooperation with
reform-minded governments. In particular, U.S. Government assistance programs sought to engage the next
generation of leaders, promote free and fair elections, increase access to information, foster active NGOs,
improve the rule of law, and combat corruption.

Recognizing that its ability to promote institutional reform through central governments in the NIS is at best
limited, the U.S. Government has expanded exchanges and other programs that reach out to the next
generation of NIS leaders. For example, in June 2000 in Ukraine, President Clinton announced the Next
Generation Initiative, which doubled the levels of several exchange programs that bring young Ukrainians to the
United States. Exchanges bring young people from the NIS countries into contact with their U.S. counterparts
and a multitude of ideas and viewpoints. Armed with new information and new ways of thinking, exchange
program participants return to their home countries energized and prepared to effect change. Over 80,000 NIS
students, entrepreneurs, regional and local government officials and other young professionals have
participated in U.S. Government-funded exchange programs since 1993. Alumni of these programs often state
that their exchange experience radically altered their understanding of democracy as a form of government and
as a way of life, and gave them a whole new appreciation of the United States and the American people. In
those countries whose governments continue to exercise tight control over civil society, exchange programs
have proven to be a valuable—and sometimes the only feasible—way to promote democratic development.

Numerous presidential and parliamentary elections were held in the NIS in FY 2000, but with notable setbacks.
While U.S. Government assistance programs helped many of the NIS countries make positive changes in their
electoral laws, a number of these countries continued to fall far short of meeting international standards in
implementing these laws. International monitors identified serious flaws in elections held in Kazakhstan,
Kyrgyzstan and Azerbaijan. In Ukraine, widespread allegations of government harassment of the media marred
the presidential elections, as well as the referendum on executive and legislative power. Similar complaints
followed the Georgian presidential race. By supporting domestic election monitoring groups and voter education
efforts, U.S. Government assistance sought to help make these elections more free and fair. In Ukraine, for
example, the U.S. Government provided assistance to the Freedom of Choice Coalition, which brought together
diverse groups of citizens and NGOs and fielded election monitors throughout the country, who prepared and
broadly distributed critical assessments of voting irregularities. The Freedom of Choice Coalition, which is
based on the highly successful Slovak example, was formed by Ukrainian youth after a visit to Slovakia, where
they met with their Slovak counterparts. Similar election monitoring groups were active in Russia and
Kyrgyzstan.



FY 2000 saw a number of attempts by central and regional governments in the NIS to suppress critical views.
In Russia, President Putin's Information Security Doctrine, as well as government harassment of media
magnates Berezovskiy and Gusinskiy, signaled the government’s adoption of a more interventionist stance
toward the media. Throughout the NIS, governments used tax inspections, lawsuits and sometimes physical
threats to harass, intimidate, or shut down media outlets that had been critical of the state. These policies
resulted in the closing of some media outlets and led many others to practice self-censorship. U.S. Government
programs attempt to counteract this trend by continuing to expand NIS citizens’ access to multiple sources of
information, primarily through direct support for independent media and access to the Internet. Independent
media were supported through training, legal support and networking activities that allowed them to pool their
scarce resources and disseminate news throughout the region. In addition, the U.S. Government further
expanded its public-access Internet sites throughout the NIS: 53 sites are up and running, with another 64
planned to open in FY 2001. Throughout FY 2000, the U.S. Government continued to keep a close watch on
NIS governments' attempts to monitor and/or censor Internet communications, and raised concerns through
diplomatic channels when appropriate.

Assistance to NGOs continued to be a major component of the U.S. Government’'s democracy programs in the
NIS, particularly small grants and targeted training to promote stronger NGO management, networking and
effectiveness. On the whole, NGOs continued to grow stronger and more numerous in the NIS in FY 2000, and
their relationships with local governments and the business sector continued to improve. In some cases, local
governments are now looking to NGOs to deliver social services and advise them on allocating resources and
formulating government policy. Particularly in areas such as combating trafficking in women and domestic
violence, governments increasingly acknowledge the important role NGOs play as the link between citizens and
government. Slowly, businesses are also starting to recognize the opportunities for cooperation with NGOs, and
philanthropy has increased, despite the fact that tax laws in the NIS countries do not provide incentives to
donate funds. In some countries, increasing harassment of NGOs by government authorities has aroused
concern. For example, the September 2000 raid on the Glasnost Foundation in Moscow has led many to
question the sincerity of President Putin's public claims that Russia needs a strong civil society.

Building respect for the rule of law also continued to be an integral component of U.S. Government-funded
assistance efforts in FY 2000. To be successful, these efforts require NIS governments to exhibit the necessary
political will. Recognizing the heavy toll that corruption inflicts on their societies, some NIS governments and
NGOs are undertaking efforts individually and collectively to fight corruption. We are working closely with
courageous NGOs, media, entrepreneurs, legal professionals, local governments and others to put in place laws
on transparent budgeting and procurement at the municipal level. As a result of U.S. Government assistance,
some regional governments have instituted regular town meetings and are now posting their budgets on the
Internet. The U.S. Government is also providing training in judicial ethics and international accounting
standards, and helping businesses develop anti-bribery codes of conduct. In FY 2000, the U.S. Government
worked closely with the Government of Georgia to launch its anti-corruption commission.

Economic Reform Programs

In FY 2000, the economies of many of the NIS countries grew at a solid rate. In Russia, the economy bounced
back strongly from the 1998 financial crisis, and Ukraine saw its economy expand for the first time in the post-
Soviet era. The U.S. Government continued its programs to support small and medium-sized businesses so
that they could better take advantage of these more favorable economic conditions. A particular effort was
made in Armenia, where assistance was provided to support economic restructuring and market reforms, to
provide technical services and loans to small and medium-sized enterprises and to support the economic
revitalization of areas devastated by the 1988 earthquake. The Coordinator of U.S. Assistance to the NIS also
increased funding to the U.S.-Russia Investment Fund (TUSRIF) and the Western NIS Enterprise Fund
(WNISEF). TUSRIF in particular found a number of investment opportunities, including the purchase of a
Russian commercial bank, as Russia’s economic expansion broadened and picked up speed.

The U.S. Government has continued to shape its economic reform assistance programs according to the level
of commitment to reform in each NIS country. In those countries where there is no serious commitment to
reform, such as Uzbekistan and Turkmenistan, the U.S. Government has pulled back, especially from
government-to-government assistance programs. Where the commitment to reform is stronger, the U.S.
Government has continued to remain engaged. For example, USAID and the U.S. Department of the Treasury
have provided strategic economic advisors to Georgia, while USAID and the U.S. Commerce Department’s



Commercial Law Development Program (CLDP) have helped countries such as Moldova and Kazakhstan
improve their legal and regulatory environment as required for accession to the World Trade Organization
(WTO). As of the end of the fiscal year, Moldova was on the verge of joining the WTO.

In FY 2000, the U.S. Government continued to focus its programs on the regional level through its Regional
Initiative (RI) in Russia, Kazakhstan and Ukraine. At the end of FY 2000, Russia’s Novgorod Region became

the first region to graduate from the Rl Program. The three-year RI experience in Novgorod was very

successful, thanks in large part to enthusiastic support and cooperation from the oblast (regional) administration.
An RI graduation conference held in Novgorod in October was attended by representatives of a large humber of
Russia’s regions who were keenly interested in determining whether the programs that had been so successful
in Novgorod could be applied in their home regions.

Among the functional areas in which the U.S. Government concentrated its assistance during FY 2000 were
health care, the energy sector and land privatization. The U.S. Government’s efforts in the field of health
involved cooperation among several U.S. agencies. While USAID implemented the lion’s share of these
programs, the National Institutes of Health (NIH) also implemented substantial health programs in the NIS, and
non-proliferation programs funded by the Departments of State, Defense and Energy all increased their
emphasis on health, including efforts to fight infectious diseases and develop new vaccines. The U.S.
Government provided significant support to efforts to privatize the energy sectors in countries such as Moldova,
Georgia, Armenia and Kazakhstan, and played a key role in facilitating the closure of the Chornobyl Nuclear
Power Plant at the end of the year. U.S. Government assistance helped Moldova complete the privatization of
agricultural land and to begin creating the infrastructure necessary for private farmers to prosper. For the first
time in several years, the Government of Ukraine demonstrated support for agricultural reform, and in response,
the U.S. Government provided assistance, including a program that helped hundreds of thousands of Ukrainian
farmers receive titles to their land.

In FY 2000, the NIS region’s agricultural development was hindered by a serious drought that affected a number
of the NIS countries. In response to the drought, U.S. Government-funded humanitarian assistance programs
provided commodities to all of the countries in Central Asia and the Caucasus. This assistance not only helped
avert human suffering, but it also helped support economic growth in countries where agriculture is a major
component of the economy.

Security Programs

From FY 1992 through FY 2000, the U.S. Government has budgeted over $4.8 billion for security programs with
the NIS countries designed to reduce threats to the United States from former Soviet weapons of mass
destruction (WMD), prevent weapons proliferation and promote regional stability. In FY 2000, security programs
represented almost half of all U.S. Government assistance to the NIS—a reflection of the important contribution
these programs make to advancing U.S. national security interests. Moreover, the progress made by U.S.
Government-funded security programs with the NIS countries in FY 2000 demonstrated that these programs
continue to be a sound, cost-effective investment in promoting U.S. national security.

In FY 2000, the U.S. Government increased its security-related assistance to the NIS under the Expanded
Threat Reduction Initiative (ETRI), which was developed to address increased risks of weapons proliferation and
regional instability resulting from the 1998-99 economic crisis in Russia, Ukraine and the other NIS. At the time,
ruble devaluation and wage arrears were exacerbating problems for former Soviet weapons scientists,
increasing the temptation to conduct illicit weapons trafficking, and creating obstacles to military reform and
downsizing of the former Soviet military-industrial complex. Under ETRI over the past year, the U.S.
Government increased funding for the security assistance programs of the Departments of Defense, State and
Energy, providing approximately $888 million to help Russia, Ukraine, and other NIS countries continue to
implement key arms control agreements, reduce weapons to desired levels, and reduce proliferation threats. In
addition, the U.S. Government has strongly encouraged other donor countries to increase resources for
programs addressing these issues.

While the NIS economies showed signs of recovery in FY 2000, they remain far from stable, and economic
improvements have not yet led to sufficient resources being directed to areas of proliferation and security
concern. Meanwhile, the NIS countries—patrticularly Russia—retain the capability to threaten U.S. security
through the proliferation of WMD, dual-use weapons, weapons materials, technology and expertise. As a result,



despite disagreements with the Government of Russia over the war in Chechnya and its cooperation with Iran,
and despite concerns regarding human rights conditions and corruption in the NIS, the U.S. Government’s
security programs continue to enjoy strong bipartisan support, as evidenced by Congressional action to make
available $869 million in FY 2001 for Defense, State and Energy Department security programs.

The ETRI built upon the U.S. Defense Department’s (DoD) ongoing Cooperative Threat Reduction (CTR or
“Nunn-Lugar”) Program. In FY 2000, DoD made significant progress in the NIS countries that were certified as
eligible to receive CTR assistance: Russia, Ukraine, Kazakhstan, Armenia, Azerbaijan, Georgia, Kyrgyzstan,
Moldova and Uzbekistan. In Russia, CTR efforts continued to focus on facilitating strategic offensive arms
reductions pursuant to the START Treaties, construction of a facility at Mayak (in the southern Ural Mountains)
for the storage of fissile material derived from dismantled Russian weapons, and improving security of nuclear
weapons during transportation and interim storage. DoD also moved forward with efforts to prevent proliferation
of biological weapons (BW) expertise and enhance security at Russian biotechnical facilities. While Congress
continued to prohibit the use of FY 2000 CTR funding for the construction of a chemical weapons (CW)
destruction facility at Shchuchye, Russia, DoD was permitted to use prior-year CTR funds, which allowed facility
design efforts to continue through FY 2000. In Ukraine, CTR assistance continued to complete the deactivation
of SS-19 missiles and dismantlement of their silos, dismantlement of SS-24 systems and 93 START Treaty-
accountable heavy bombers. In Kazakhstan, by the end of 2000, almost all projects to help eliminate the SS-18
launch and launch-control silos and close nuclear weapons test tunnels were completed. In addition, throughout
the CTR-eligible NIS, over 250 CTR-funded defense and military contact activities took place in FY 2000,
including military exercises, high-level exchanges and ship visits.

The largest funding increase in FY 2000 under the ETRI was for U.S. State Department programs to stem the
proliferation of weapons expertise, strengthen NIS export control and related border security capabilities, and
facilitate withdrawal of Russian forces from Moldova and Georgia. Funds allocated for State Department
security programs increased from $51 million in FY 1999 to $163 million in FY 2000, even though overall NIS
assistance funding declined. This required difficult tradeoffs between funding for ETRI programs and other

types of assistance, which lengthened the funding allocation process and contributed to implementation delays.

The U.S. State Department increased funding for the Science Centers Program, which provides former Soviet
weapons scientists with opportunities to work on peaceful civilian research projects through the International
Science and Technology Center (ISTC) in Moscow and the Science and Technology Center in Ukraine (STCU).
The Science Centers have funded over 1,300 projects since 1994 (including about 170 during FY 2000),
creating opportunities for nearly 40,000 former Soviet weapons scientists to pursue peaceful research instead of
weapons work—however, this is still only one half of the estimated number of weapons scientists and
technicians of the old Soviet system. The State Department also increased funding for the U.S. Civilian
Research and Development Foundation (CRDF) to expand its efforts in FY 2000, conducting a research grants
competition, providing additional travel grants and offering commercialization opportunities for hundreds of
former weapons scientists. Programs to prevent proliferation of BW expertise were also expanded, including
the U.S. Department of Health and Human Services (HHS) Biotechnology Engagement Program and the U.S.
Department of Agriculture (USDA) Collaborative Biotechnical Research Program. These programs initiated new
projects designed to redirect former Soviet BW scientists to peaceful research, with a particular focus on high-
priority public health needs (such as control of tuberculosis, hepatitis, HIV/AIDS and other infectious diseases)
and agricultural research.

The U.S. Department of State also expanded the scope and geographic coverage of its efforts under the NIS
Export Control and Related Border Security (EXBS) Program to enhance capabilities of NIS countries to
prevent, deter and detect potential weapons proliferation. The Central Asian Border Security Initiative,
announced by Secretary of State Albright in April 2000, highlighted the EXBS program and other U.S.
Government assistance designed to help the Central Asian countries combat terrorism and illicit trafficking in
WMD, conventional arms and narcotics. Under the Georgia Border Security and Law Enforcement Assistance
Program, the U.S. Customs Service continued to provide equipment and training assistance to Georgia’s Border
Guards and Customs Department to help them establish and maintain control of the country’s borders. In
addition, the Department of State initiated military relocation programs to facilitate the withdrawal of Russian
forces from Moldova and Georgia. The Department of State also continued to support the development of NIS
Partnership for Peace (PFP) interoperability and civil-military relations through the Foreign Military Financing
(FMF) and International Military Education and Training (IMET) Programs.



In FY 2000, the U.S. Energy Department’s (DOE) cooperative security programs continued to make progress in
securing weapons-usable nuclear materials and warheads, accelerating the transition of facilities and workers
from nuclear defense work to civilian purposes, and promoting nuclear safety. Under DOE’s Material Protection,
Control and Accounting (MPC&A) Program, security improvements are under way for some 750 metric tons of
highly enriched uranium (HEU) and plutonium; over 1,000 Russian technical experts have been trained to
sustain these upgrades; and 850 kilograms of weapons-grade HEU has been converted to low-enriched

uranium (LEU), thus reducing the proliferation threat of such material. DOE’s cooperation with the Russian
Navy, which requested assistance with security upgrades at 55 of its nuclear weapons and HEU fuel storage
facilities, was expanded significantly in FY 2000. DOE also made progress in efforts to place spent-fuel
assemblies from the BN-350 nuclear power plant in Aktau, Kazakhstan into safe and secure storage.

DOE also continued to pursue a wide range of activities under its Fissile Materials Disposition Program to
address the disposition of weapons-grade plutonium that has been removed from nuclear weapons and
designated as no longer required for defense purposes. In September 2000, the U.S. and Russian
Governments signed an agreement for disposing of 68 metric tons of weapons-grade plutonium (34 metric tons
in each country). Efforts are now under way to implement this agreement. Under the Initiatives for Proliferation
Prevention (IPP) Program, DOE continued to provide non-weapons work for former Soviet weapons scientists,
engineers and technicians. The IPP Program emphasized commercialization by approving only new projects
with a clear commercial focus and an industrial partner. These efforts complement assistance provided under
DOE’s Nuclear Cities Initiative to develop alternative employment opportunities for former Soviet nuclear
scientists in Russia's closed cities, thereby facilitating the downsizing of Russia’s nuclear complex.

Humanitarian Assistance Programs

Since 1992, U.S. Government-funded humanitarian assistance to the NIS has focused on those countries with
the greatest need for such assistance. Under Operation Provide Hope, the U.S. Department of State delivered
approximately $220 million in humanitarian assistance to the 12 NIS countries in FY 2000. Approximately one
third of this assistance consisted of commodities furnished through the U.S. Defense Department’s Excess
Property Program, and the remainder was in the form of privately donated commodities—mostly high-value
pharmaceuticals—provided through U.S. private voluntary organizations (PVOs). Throughout FY 2000, the
Humanitarian Programs Division of the Office of the Coordinator of U.S. Assistance to the NIS worked closely
with various U.S. Government agencies (primarily USAID, USDA and the Department of State), as well as with a
number of international organizations, to respond to emergency and transitional humanitarian situations
throughout the NIS.

In FY 2000, USDA provided direct government-to-government food assistance to Armenia, Georgia, Kyrgyzstan,
Russia and Uzbekistan, and funded commodity assistance programs through private voluntary organizations
(PVOs) and the United Nations World Food Program (WFP) to targeted populations in Armenia, Georgia,
Tajikistan, Moldova, Azerbaijan, Russia, Kazakhstan, Uzbekistan and Turkmenistan. In the wake of a severe
drought that affected the southern tier of the NIS during FY 2000, the Coordinator’'s Office worked closely with
USAID, USDA, and U.S. embassies to implement programs designed to alleviate the short-term impact of the
drought while simultaneously having a positive long-term developmental impact.



FINANCIAL SUMMARY

After peaking at $2.5 billion in FY 1994, funding for U.S. Government assistance to the NIS under FREEDOM
Support Act authorities reached its lowest level in FY 1997 ($625 million), but subsequently increased. Year-by-
year appropriation levels are as follows: $850 million in FY 1995, $641 million in FY 1996, $625 million in FY
1997, $770 million in FY 1998, $847 million in FY 1999, and $839 million in FY 2000. For FY 2001, the U.S.
Congress has appropriated $810 million for assistance to the Independent States of the former Soviet Union.

As of the end of FY 2000, cumulative appropriations for FREEDOM Support Act, Cooperative Threat Reduction
and other major NIS assistance and cooperative programs totaled an estimated $17.61 billion, of which
approximately $16.52 billion had been obligated and $14.84 billion expended. In FY 2000, FREEDOM Support
Act obligations and expenditures increased by $848.65 million and $891.41 million, respectively, while
obligations and expenditures of other U.S. Government-funded programs increased by over $1.15 billion and

just under $1.02 billion, respectively. (Please see Cumulative Funds Budgeted, Obligated and Expended charts
in the Appendix of this report.)

STRUCTURE OF THE FY 2000 ANNUAL REPORT

Part Il of this report contains U.S. Embassy-submitted assessments of U.S. Government assistance programs
by country, each of which begins with a brief overview of the political and economic developments in each
country in FY 2000. Part Il contains agency-by-agency overviews of the major U.S. Government-funded NIS
assistance programs, trade and investment programs, and cooperative activities. Part IV presents an evaluation
of the performance of each of the NIS countries according to the criteria in Section 498A of the Foreign
Assistance Act of 1961. Part V describes the use of the "notwithstanding” authority provided to enable U.S.
Government assistance programs to move forward without delay. Part VI provides an evaluation of progress in
resolving trade and investment disputes and negotiating bilateral investment treaties with the countries of the
Southern Caucasus and Central Asia, as required by the Silk Road Strategy Act of 1999. The appendix of this
report provides cumulative summary charts of assistance funds budgeted, obligated and expended as of the
end of FY 2000, as well as a summary of U.S. Government commercial financing and insurance.

Like our previous annual reports, this report will be available through the State Department’'s homepage on the
World Wide Web at the following address: www.state.gov/www/regions/nis/nis_assist_index.html. This report
was compiled and edited by the Office of the Coordinator of U.S. Assistance to the NIS, with input from the U.S.
embassies in the NIS and from Washington-based implementing agencies. Please direct any comments or
questions to Ivars Kuskevics at (202) 647-0832 or by e-mail to the following address: i.kuskevics@state.gov



II. COUNTRY ASSESSMENTS

The following country assessments provide an overview of U.S. Government assistance programs and their
effectiveness in each of the twelve New Independent States (NIS) in FY 2000. These assessments, which also
contain brief overviews of political and economic developments in each of the twelve countries, are based on
information provided by the U.S. Embassies in the NIS countries.

ARMENIA
Political Overview

Following the collapse of the Soviet Union and the emergence of the Republic of Armenia nine years ago, a
significant out-migration from Armenia took place, due principally to reduced economic opportunity, the
continuing effects of the devastating 1988 earthquake, and dislocations caused directly and indirectly by the war
with Azerbaijan over the enclave of Nagorno-Karabakh, including a serious energy shortage that resulted in a
lack of heat for large segments of the population. Estimates of Armenia’s current population vary, but most
observers agree that fewer than two million permanent residents live within the republic’s borders, with a few
hundred thousand migrating seasonally between Russia and Armenia in search of work. In an effort to resolve
the conflict over Nagorno-Karabakh, the Armenian and Azerbaijani presidents, with support from the OSCE’s
Minsk Group, have been meeting on a periodic basis. Although a ceasefire remains in place, and periodic
confidence-building measures (such as exchanges of prisoners of war) are undertaken, the conflict remains
formally unresolved. Armenia has a defense agreement with Russia that allows Russia to station troops and
military equipment to protect Armenia’'s borders with Turkey and Iran. Armenia's foreign policy seeks regional
economic integration, membership in European institutions and international trade organizations such as the
World Trade Organization (WTQO), and cooperation with Euro-Atlantic institutions, including NATO. However,
Armenia continues to face many challenges in fulfilling its commitment to a democratic, free market
transformation. A significant political crisis followed the October 1999 assassinations of the prime minister,
parliament speaker, and six other officials who had come to office only five months earlier in elections that were
procedurally flawed but more fair and representative than prior elections. After two changes of government, the
current cabinet, established in May 2000, appears durable and capable of marshaling a working majority in
parliament, despite challenges to government policies by individuals both inside and outside the government.
The press is free, though self-censored in areas deemed to touch upon "national security." Freedom of
association, particularly for religious groups, is sometimes hindered by burdensome registration requirements.
One of Armenia’s most pressing human-rights needs continues to be the development of a fully independent
judiciary capable of reliably protecting citizens from abuse by police and prosecutors.

Economic Overview

Following a dismal six months of post-assassination stagnation and inaction under the Aram Sargsian
government, Andranik Margarian and his government have been able to work with the Armenian Parliament to
pass key economic legislation and launch credible reform initiatives. During a marathon special session, the
parliament approved such bills as a WTO-compliant customs code, a securities market law, and other long-
awaited legislation. While the government's anti-corruption program is still taking shape, certain pieces are
falling into place, and the first steps—including laws on the civil service, conflict of interest and financial
disclosure—are anticipated in the coming months. Nevertheless, macroeconomic progress over the last twelve
months was generally disappointing. While Armenia’s GDP growth is expected to be positive for the seventh
consecutive year, growth in 1999 slumped to 3.3 percent, and from January to July 2000 growth was only 3.9
percent—both well below Armenian Government targets. Furthermore, foreign and domestic investment has
not increased to the levels needed to ensure long-term growth, corruption continues to undermine the efficiency
and credibility of Armenian Government institutions, and privatization efforts have come to a near standstill,
although there has been some progress since July. The disappointing performance of Armenia’s economy over
the last year can be attributed in part to factors beyond the control of the Armenian Government (e.g., the
October 1999 assassinations and the resulting political instability, as well as the drought of summer 2000).
While progress was made in several areas, the Government of Armenia has yet to make good on its recent
commitments to get the overall economic reform process back on track, thereby improving the environment for
private-sector economic activity. A rapid, transparent privatization of the electricity distribution companies,
although not a panacea to Armenia's economic woes, would give a boost to investor confidence and allow the
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release of World Bank and International Monetary Fund (IMF) monies that are expected to help lift the Armenian
Government out of its fiscal crisis.

U.S.-Armenia Task Force for Economic Development

A significant accomplishment in FY 2000 was the establishment of the U.S.-Armenia Task Force (USAMTF) for
Economic Development, which was formed by the U.S. and Armenian Governments to provide a framework for
regular high-level contacts, promote further economic cooperation and progress on economic and market
reforms, and maximize the effectiveness of U.S. Government-funded assistance programs in Armenia. The
USAMTF was formally established on January 27, 2000, with the signing of a memorandum of cooperation
between the two governments. The U.S. delegation to the USAMTF is chaired by the Coordinator of U.S.
Assistance to the NIS, and the Armenian delegation is chaired by the Minister of Finance and Economy. The
inaugural meeting of the USAMTF took place in Yerevan in May 2000, and a second meeting was held in
Washington in September. Both meetings were well-attended by high-level officials from the U.S. and Armenian
Governments. The U.S. delegations included senior representatives from the U.S. Department of the Treasury,
the U.S. Trade and Development Agency (TDA), the National Security Council, the Office of the U.S. Trade
Representative, the U.S. Department of Commerce, and USAID. The meetings resulted in a number of
cooperative efforts in the areas of private-sector development, energy security, anti-corruption, trade and
investment, intellectual property rights, WTO accession, legislative processes and identifying priority areas for
U.S. Government assistance. The cooperative efforts in these areas are ongoing, and the USAMTF is proving
to be an extremely beneficial forum for resolving issues and identifying areas where close cooperation is needed
to move reforms forward in Armenia.

Overview of U.S. Government Assistance

In FY 2000, the U.S. Government provided an estimated $124.18 million in assistance to Armenia, including
$102.46 million in FREEDOM Support Act assistance, $14.63 million in other U.S. Government assistance, and
$7.09 million in privately donated and U.S. Defense Department excess humanitarian commodities. The main
priorities of U.S. Government assistance were private-sector development, economic and energy-sector reform,
democracy and good governance, assistance to the earthquake zone, social-sector reform, education and
training, and agriculture. In close coordination with the Armenian Government, the U.S. Government has been
decreasing the amount of humanitarian assistance it provides to Armenia, replacing it with an increased amount
of development assistance and private-sector support programs. This shift in relative priorities is designed to
help Armenia make an efficient transition to a free-market economy, in part by creating real jobs in new
enterprises. In FY 2000, humanitarian assistance accounted for 19 percent of U.S. Government assistance to
Armenia. Other assistance categories included the following:

Private-sector development programs aimed at developing a legal, policy and institutional environment
conducive to private-sector activity, providing technical services to micro-, small and medium-sized
enterprises, especially in the area of agribusiness marketing, and providing loans to small and medium-
sized businesses;

Economic restructuring and comprehensive market reform, including privatization, tax/fiscal and customs
systems, bank supervision and capital markets development;

Earthquake zone assistance designed to support rehabilitation and economic revitalization in those areas of
Armenia affected by the 1988 earthquake;

U.S.-Armenian academic and professional exchange programs, U.S.-based training programs for
Armenians, and educational reform and institution-building in Armenia;

Energy-sector reform, including programs promoting a more economically sustainable and environmentally
sound energy sector (also included in this category are the U.S. Energy Department’s nuclear safety
programs at the Metsamor Nuclear Power Plant);



Social-sector programs, including medical partnerships, reproductive health programs and a new
comprehensive social transition program that promotes the development of sustainable social insurance
systems, primary health care reform, improved delivery of social and health-care services and information,
and small-scale public works activities;

Democracy and good-governance programs, particularly programs aimed at increasing citizen participation

in decision-making processes and promoting an impartial, transparent and independent judicial system, as
well as programs supporting civil society organizations, independent media, and improved local governance;
and

The U.S. Department of Agriculture’s Marketing Assistance Project (MAP), which in FY 2000 placed a
particular emphasis on promoting private-sector growth in agriculture and agribusiness.

Trade and Investment Programs

Overseas Private Investment Corporation (OPIC): OPIC has been active in Armenia, particularly in its
financing of the Marriott/Hotel Armenia Project. OPIC has also provided financial support to the Caucasus
Fund, a regional venture capital fund oriented towards infrastructure (such as telecommunications and
transportation). In FY 2000, the Fund focused on attracting additional investors and had not yet financed any
projects in Armenia; however, the Fund is currently considering investing in a U.S. company’s project to provide
much-needed Internet service in Armenia. OPIC is also providing political risk insurance to a U.S. travel agency
in Armenia.

U.S. Trade and Development Agency (TDA): TDA recently agreed to finance a feasibility study for a sugar
refinery in Armenia. The proposed project would be based in Armenia’'s earthquake zone, a depressed area of
the country in need of both improved infrastructure and sustainable jobs. Along with the International Finance
Corporation (IFC), TDA is co-sponsoring an Armenia investment conference to be held in New York in May
2001. TDA is currently reviewing project proposals for this conference, including projects related to
infrastructure development. TDA has also received a proposal to fund a feasibility study to upgrade the
Armenian Government's underground gas storage facility, a project deemed a priority by the Minister of Energy.
In addition, TDA is funding a regional air traffic control project that includes Georgia, Azerbaijan and, more
recently, Armenia.

Protection of Intellectual Property Rights (IPR): The U.S.-Armenian IPR Working Group created under the
auspices of the U.S.-Armenia Task Force for Economic Development convened its first meeting in Armenia in
October 2000, which included participants from the U.S. Copyright Office, the U.S. Patent and Trademark
Office, and the Office of the U.S. Trade Representative (USTR). The IPR Working Group is seeking to establish
a legal framework for IPR protection in Armenia and subsequently to begin focusing on IPR enforcement issues.
In addition, four Armenian experts traveled to the United States for three weeks to study IPR protection under
the State Department's International Visitor (V) Program.

Economic Reform Programs

U.S. Department of the Treasury — Technical Advisors: In FY 2000, three U.S. Treasury Department
advisors, working in close cooperation with USAID, continued to support an essential element of Armenia’s
economic reform program. A Treasury Department government securities management advisor to the Ministry
of Finance and Economy contributed substantially to the introduction of coupon-bearing treasury notes, an
important step in developing Armenia’s government finance capital market. A Treasury Department budget
development advisor worked on enhancing the program budgeting capabilities of the central and ministry budget
staffs. A Treasury Department tax advisor, who was in Armenia for nine months, improved the tax
administration capabilities of the Ministry of State Revenues by providing training and policy advice.

USAID Economic Restructuring and Private-Sector Development Programs: In FY 2000, USAID continued
its broad program of support for economic restructuring in Armenia. Even though many Armenian Government
officials continued to support economic reforms, progress over the last twelve months was less than anticipated,
in part because of political instability and bureaucratic uncertainty following the October 1999 assassinations. In
recognition of the need to balance its macro-level interventions with direct assistance to the private sector,
USAID increased its support to micro-, small and medium-sized enterprises in an effort to ensure more
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immediate and tangible benefits to the population. Key accomplishments of USAID’s private-sector programs in
FY 2000 are provided below:

Tax/Fiscal and Customs Reform Programs: In order to help the Armenian Government increase its
revenues, rationalize its resource allocations and reduce corruption, USAID has been providing assistance
to improve Armenia’s tax laws and administration, as well as to enhance the Armenian Government'’s fiscal
management (including budgeting) practices, since 1998. As of the end of FY 2000, a new structure within
two of Armenia’s regional tax inspectorate offices now incorporates the functions of taxpayer services, data
processing, audits and collections. This pilot program was accompanied by a reduction in the total number
of regional offices from 45 to 18, plus a small number of satellite offices. Very successful results from the
two pilot offices have enabled further roll-out of the system to all eight Yerevan regional offices. Plans now
call for the new structure to be deployed in the remaining regional and satellite offices across the country.
USAID helped the Ministry of State Revenues improve the educational program of its taxpayer education
center, and helped develop a unified property tax that was implemented in nine pilot cities. USAID also
helped develop a medium-term expenditure framework (MTEF), which the Armenian Government began
using to outline its key economic and social priorities and to plan its expenditure programs that match these
priorities. The Armenian Government produced its first MTEF document in December 1999. In addition,
USAID and the Customs Administration completed a comprehensive diagnostic exercise that will form the
basis of future USAID assistance in this area.

Accounting Reform Programs: With USAID support, international accounting standards (IAS) were
translated, adapted and accepted in Armenia over the last 12 months. USAID helped the Accounting
Association establish an international and national training and certification program, which has already
trained over 600 accountants. Additional training topics included auditing (80 participants), book-to-tax
reconciliation (100 participants), and financial statements for employees of the Securities Commission (25
participants). With USAID’s help, over 100 enterprise accountants were trained in cost accounting, five
accounting firms were trained in cost conversions, and 27 enterprises underwent full cost conversions.
Through FY 2000, USAID has assisted in training accounting firms and performing cost conversions for a
total of 900 enterprises. All of Armenia’s enterprises are scheduled to convert to IAS by the end of 2001.

Privatization Programs: Since 1998, USAID privatization support to the Armenian Government has
included a broad range of services, including policy and legal development, transactional support, help
developing and implementing liquidations, and public education programs. However, after rapid progress in
previous years, including several high-profile privatization actions, the pace of privatization in Armenia
slowed considerably in 1999. In response to this slowdown, the U.S. Government and the World Bank
coordinated their efforts to move the issue of privatization higher up on the Armenian Government’s political
agenda. USAID provided legal, policy and factual analyses of the obstacles to privatization in Armenia,
which were key to the World Bank’s inclusion of related issues in its loan conditionality. As a result, three
privatization decrees were passed in December 1999 that are designed to: (1) remove a number of the
more serious impediments to the privatization process and strengthen the Ministry of State Property
Management; (2) require the preparation of 20 “strategic” enterprises for sale; and (3) improve the process
of enterprise liquidation. As a result, the pace of enterprise preparation and sales has picked up
substantially in recent months, although it remains to be seen if these processes will reach completion.
Ongoing USAID assistance to the Ministry of Privatization will hinge on the Armenian Government’s
renewed commitment to divesting state holdings—perhaps most importantly, the passage of legislation
allowing the land on which state-owned enterprises stand to be transferred to private ownership. Should
there be sufficient political will on the part of Armenian decision-makers, USAID has helped establish a
framework for future widespread privatization: to date, approximately 3,000 enterprises have been identified
for privatization, including nearly 700 medium-sized and large enterprises, and a series of companies have
been slated for liquidation or tendering to foreign and local investors.

Land Titling and Registration Programs: As part of its effort to promote the development of an active real
estate industry in Armenia, USAID has worked over the past two years to streamline and implement a
nationwide title registration system, promote legislation affecting brokers and appraisers, help shape
changes to laws affecting real estate and rights to real estate, assist new and existing private sector real
estate entities, and conduct an extensive public information campaign to inform and protect the rights of
Armenian citizens through a variety of media. USAID-supported accomplishments in FY 2000 included the
enactment of a law on registration of property; the completion of a fully integrated, streamlined electronic
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title registration system; the designing of an electronic archiving system for paper title records and the
providing of equipment to the State Cadastre Committee; parcel surveys for title registration of over 62,000
units; and the distribution of over 30,000 certificates of title.

Capital Market Development Programs: USAID has been helping the Armenian Government create and
develop a legal and regulatory infrastructure that supports and promotes a fair, orderly, efficient and
transparent securities market, including an independent regulatory entity; a mechanism for securities
trading; a centralized clearance, settlement and depository system; an independent, centralized share
registry system; and trade associations and self-regulatory organizations of professional securities market
participants, including brokers and dealers. The major accomplishment in this area in FY 2000 was the
development and adoption of a new law on securities market regulation and a supporting regulatory
framework. These steps provided for the creation of an independent securities-market regulatory entity, a
capital-markets monitoring unit, and a new broker-dealer qualification testing system, including a database
of over 800 test questions. In total, these measures will substantially raise the level of professionalism
among brokers, dealers and financial advisors, and should stimulate the emergence of a modern capital
market in Armenia, once the necessary economic conditions are favorable.

Other USAID Private-Sector Programs: USAID grantees continued to provide direct assistance to
individual enterprises in Armenia in FY 2000. The Eurasia Foundation and Shorebank provided
approximately $2 million in credit to small and medium-sized enterprises (SMEs) and the Foundation for
International Community Assistance (FINCA) extended loans to over 1,300 micro-entrepreneurs. Eurasia
and Shorebank also provided technical assistance to their Armenian partner banks, including training for 62
loan officers. Volunteers in Overseas Cooperative Assistance (VOCA) and the International Executive
Service Corps (IESC) continued to provide technical assistance to enterprises and associations, completing
over 60 projects in FY 2000. In recognition of the important role that agriculture plays in Armenia’s economy
and the growing needs of populations in rural areas and secondary cities, USAID initiated a new
agribusiness SME market development program in September 2000. This program will stimulate job and
income opportunities by identifying key agribusiness growth areas, addressing constraints to increased
private-sector investment in agribusiness SMEs, and providing related support directly to Armenian
agribusinesses.

U.S. Department of Agriculture (USDA) — Agricultural Marketing Assistance Project (MAP): Despite
Armenia’s late summer drought, USDA’s MAP program expanded its work with farmers and agribusinesses in
FY 2000 through the following activities:

The Armenian Agricultural Academy’s Foundation for Applied Research and Agribusiness (FARA)
conducted farm-based trials for several sweet corn, potato, dual-purpose tomato, and cucumber varieties.
FARA hired agricultural academy professors to provide technical assistance and supervision for the trials.
The sweet corn and cucumber trials were very successful and will be followed with additional marketing
programs in 2001. In addition, MAP technical assistance helped develop and test-market three new
products: fruit-based baby food, canned sweet corn and pickles. MAP consultants supervised processing
for quality assurance, and MAP provided financial assistance for the purchase of suitable jars from Bulgaria.

Meanwhile, MAP also continued efforts to improve quality and sanitation in Armenia’s dairy sector, providing
technical and financial assistance to four new dairy processing businesses, the largest being a joint Dutch-
American cheese production facility near Tashir. MAP placed six new milk cooling tanks in villages to
improve the quality of milk being sold to cheese and ice cream operations, resulting in the availability of
new, higher-quality products in small-scale units, including eight new varieties of cheeses. Production of
these cheeses exceeded 24 tons this past year, up 50 percent from last year. On average, these cheese
production units purchased about 840,000 liters of milk per year, paying roughly $122,000 cash to about
1,200 farmers.

MAP provided over $1.8 million in agricultural credit to farmers and agribusinesses in FY 2000. MAP
extended direct credit to farmers in the form of supervised production credit clubs. There are now 24 clubs
in Armenia with a total of 374 members organized around targeted agricultural activities like milk cooling
tanks, grape or wheat production, and women'’s business expansion. The clubs operate on a group credit
basis with cooperative principles. Despite the drought, these clubs were very successful in FY 2000 and will
be gradually expanded in FY 2001. MAP extended larger loans to agribusinesses to finance vegetable
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processing (tomato, corn, pickles), grape processing, cheese production (traditional and European
varieties), baby food, and fruit juice production. Over 7,000 farmers benefited indirectly from these loans, as
their sales to processors were financed with MAP credit. In addition, farmers and agribusinesses received
indirect credit through Agroleasing, Limited, a leasing company created to help make available equipment
under long-term lease-purchase agreements at nine-percent interest. Currently over $450,000 worth of
equipment is out on lease.

In FY 2000, MAP also began targeted assistance to Armenian producers for the export of fruit, cheeses, and
wines to foreign markets. Ammenian marketing teams were sent to major destination markets like Dubai,
Beirut, Syria and Moscow to collect information, present samples to brokers, and arrange pilot marketing
efforts. As a result of these missions, MAP is sharing in the marketing costs for apples to Dubai, tomato
paste to Beirut, and cheese and wine to Moscow. All these export activities include technical assistance
and shared risk by producers.

During FY 2000, USDA signed three memoranda of agreement with Armenia’s Ministry of Agriculture, each
of which is designed to evolve into a regional activity for the Caucasus: one on the genetic exchange of
biological materials, one on small-farm water management, and one on dairy goat breeding. The genetic
exchange was implemented with the collection of traditional and wild grape varieties in October and
November, prior to the visit of an USDA plant science team in December. The small-farm water
management agreement is being implemented this winter with the help of visits by U.S. irrigation experts,
who will help design a strategy for the development and rehabilitation of village wells, farm-based trials of
gated irrigation pipe and drip irrigation, and other water efficiency improvements. MAP made significant
progress in FY 2000 towards the establishment of a regional dairy goat breeding center in the Vyots Dzor
region. With the proven market feasibility of goat cheese, the activity’s objective is to improve dairy goat
milk production by selective crossbreeding with imported goat breeds. The center was stocked with four
breeds of goats imported from the United States. Successful semen collection and on-farm breeding in
September-October resulted in 800 female goats being artificially inseminated in 11 villages in the Vyots
Dzor and Kotayk regions. The center will expand in FY 2001 with new facilities, including a laboratory,
model cheese production unit, barns and equipment. Educational programs and genetic sharing are
planned with producers from other countries in the region. Eventually, ownership and control of the center
will pass to the dairy goat marketing associations that are to be formed in 2001.

USAID Energy-Sector Reform Programs: In FY 2000, USAID’s efforts to lay the groundwork for energy-
sector restructuring in Armenia were generally successful. USAID provided technical assistance and equipment
to facilitate the preparation of power distribution and generation companies for privatization, the establishment of
an independent regulatory commission, analysis of alternate sources of energy and preliminary efforts to
improve energy efficiency. However, the privatization process itself was fraught with delays and political
controversy. The target completion date is now March 2001. The future success of Armenia’s energy sector
hinges on the Armenian Government’s ability to privatize distribution companies in a fair, transparent and timely
manner in the face of significant political opposition. In FY 2000, USAID, in collaboration with other donors—
most notably the World Bank and the European Bank for Reconstruction and Development (EBRD)—provided
support to the privatization process and a variety of other energy-sector initiatives, with the following major
accomplishments:

Completion of the tendering process for privatizing the distribution companies and establishment of a “short
list” of international bidders through a fair and transparent process;

The enhanced ability of the Armenian Energy Regulatory Commission (AERC) to play an appropriate tariff-
setting role;

The development of the legislative framework required to ensure the sustainability and privatization of
Armenia’s energy sector;

Completion of a $15 million metering program to improve the commercial operations of the power sector
through the provision of technical assistance, training and equipment for the transmission and distribution
networks nationwide;

Utilization of international accounting standards (IAS) by all of Armenia’s energy-sector entities;
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Establishment of a least-cost generation plan/model that can be applied to future decision-making related to
the closure of the Metsamor Nuclear Power Plant and the start-up of new energy-generation facilities;

Completion of a pilot school boiler-renovation project, which in addition to improving conditions in four
schools, will provide data for potential future interventions to promote energy efficiency; and

Several training events, exchange visits, internships, study tours and seminars for Armenian energy
enterprises, with the goal of encouraging private participation in the energy sector by conveying the U.S.
experience of private ownership and management/operation of energy-sector assets.

USAID Support for Regional Energy-Sector Cooperation: Through an initiative jointly carried out by the
USAID Mission in Armenia and the USAID Caucasus Regional Mission in Thilisi, dialogue among Armenian,
Azerbaijani and Georgian energy-sector representatives was reestablished, including the consideration of cross-
border energy security and energy efficiency measures and the implications of water management on regional
energy markets. Also with USAID support, the Armenian Energy Regulatory Commission (AERC) participated
in several regional meetings, study tours and the Third International Energy Regulatory Conference for Europe
and Eurasia, at which Armenia was one of 14 participating countries, which jointly signed a document entitled
"The Founding Principles of Voluntary Regional Energy Regulatory Associations for Central/Eastern Europe and
Eurasia."

Democracy Programs

U.S. Department of State — School Internet Connectivity Project: In FY 2000, the U.S. Embassy's Public
Affairs Section significantly expanded its School Internet Connectivity Project. During the pilot phase completed
in FY 2000, Internet centers were opened at 12 Armenian schools. Each of these twelve Internet centers
received three to six networked computers (depending on the number of students in the school), one color
printer, one scanner, and a small English-language library. In addition, the project covered the cost of
renovating the rooms in which these centers are housed, as well as the cost of Internet connectivity for one
year. Based on the success of the pilot program, the Public Affairs Section opened Internet centers in another
10 schools, bringing the total number of centers to 22. This forward-looking project has provided Internet
access to over 20,000 Armenian students, teachers and community members.

USAID Democracy and Good-Governance Programs: Despite progress in several areas such as support for
independent media and legal associations, Armenia’s democratic development during the last 12 months was
limited in large part by the October 1999 assassinations and the subsequent instability within the Armenian
Government. While the government did continue to adhere to the rule of law and democratic/constitutional
principles during this difficult period, the political environment continued to be defined by public perceptions of
corruption, citizens’ disengagement from decision-making processes and ongoing political uncertainty. USAID’s
democracy and good-governance programs achieved the following results in FY 2000:

Baku-Yerevan Weekly “Spacebridge” Television Program: In FY 2000, USAID grantee Internews
began this activity aimed at developing mutual understanding and tolerance between the citizens of Armenia
and Azerbaijan. Twenty-four interactive video conferences between influential individuals in Azerbaijan and
Armenia are being developed. Up to 12 discussants will participate in each of the episodes, which are to be
filmed in both countries, edited, packaged and distributed for airing in both countries. Armenian and
Azerbaijani participants have already agreed to potential topics, including refugees, peace negotiations,
children and war, the environment, transport and communication, and trade and war.

Conflict Resolution Training for Youth Leaders: The USAID Mission in Armenia financed the
participation of an Armenian student in a year-long (June 2000-June 2001) program for youth leaders in
cross-cultural conflict resolution. This program, which included a participant from Azerbaijan (funded by
another donor), is run by the School for International Training in Brattleboro, Vermont and features a variety
of nationwide and local events.

Programs to Promote Free and Fair Elections: USAID continued work with the Central Election

Commission (CEC) to improve the administration of elections, with a particular focus on finding solutions to
the inaccuracies of the country’s voter lists, which according to international and domestic observers
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constituted one of the most notable problems during Armenia’s May 1999 parliamentary elections. Since
there are no scheduled national elections in the coming year and USAID has been unable to reach an
agreement with the CEC on appropriate interim measures, USAID will significantly reduce its level of
support for election administration in FY 2001.

NGO Development Programs: In FY 2000, Armenia’s non-governmental organizations (NGOs) somewhat
improved their ability to engage citizens and work with the government, but the financial viability of the NGO
sector remained weak. USAID initiated a new NGO strengthening program that focuses on supporting the
advocacy efforts of advanced NGOs throughout Armenia and on developing the capacities of nascent

NGOs in regions outside of Yerevan.

Regional Women’s NGO Leadership Program: The USAID Mission in Armenia and the USAID Caucasus
Regional Mission in Thilisi supported an innovative program for women NGO leaders from Armenia,
Azerbaijan and Georgia. Armenia hosted 16 women leaders from Azerbaijan and sent a delegation of 16
Armenians to Azerbaijan. As a result of this program there has been a significant increase in joint projects
between the Armenian and Azerbaijani women. For example, during the program workshops in June 2000,
the women agreed to work together on the repatriation of prisoners of war held by both countries, and they
subsequently helped organize several prisoner exchanges.

Support for Independent Media: Independent television stations that received USAID-funded technical
assistance continued to improve the quality of their news programming, although they continued to face
problems related to financial viability. In FY 2000, USAID also introduced a print media program. For both
print and broadcast media, USAID provided technical assistance to strengthen the quality of news
programming, including strengthening investigative journalism skills, as well as provided training on financial
management to strengthen the long-term viability of the media. In addition, USAID provided equipment to
independent media to increase their access to information and to improve the quality of their news
production.

Local Government Programs: In FY 2000, USAID initiated a comprehensive local government program
that will support legislative reforms encouraging greater decentralization and rationally defined authorities
and responsibilities of local government; increase citizen involvement in local government decision-making,
enhance local government accountability and transparency, and improve the capacity of local governments
to plan for, finance and deliver municipal services. In its initial phases, the program is focusing on nine pilot
cities: Gyumri, Jermuk, Vanadzor, Alaverdi, Sevan, ljevan, Yeghegnadzor, Sissian and Kapan.

Rule of Law Programs: In FY 2000, USAID continued to support a number of activities aimed at improving
Armenia’s legal system. USAID continued to provide support for various pieces of legislation, most notably
an administrative procedural code that would clarify various governmental processes and simplify citizens’
access to government agencies. Although the Armenian Government has been slow to move this
legislation forward, a memorandum of understanding signed by the Ministry of Justice formally committed
the Armenian Government to specific milestones for the development of this law. USAID’s efforts at
increasing the ethical and professional standards of the legal professions have also begun to show results.
Both the Association of Judges of the Republic of Armenia (AJRA) and the Bar Association of the Republic
of Armenia (BARA) have adopted voluntary ethics codes for their members. USAID is also working with the
Union of Advocates and other lawyers’ associations to develop ethical standards, promote continuing
education, provide services to members, and encourage legal aid services for vulnerable populations. To
complement this structural/institutional work, USAID continues to provide training to judges to raise their
professional confidence and competence.

U.S. Department of State — Law Enforcement Training: In FY 2000, the Bureau of International Narcotics
and Law Enforcement Affairs (INL) supported the creation of the Armenian Rule of Law Information Network
(ROLIN), which will allow for better internal and foreign dissemination of information about criminal activity in
Armenia. Under ROLIN, the U.S. Government will also provide training on how to detect international document
fraud, white collar/financial crimes, and international money laundering.
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Training, Exchange and Educational Reform Programs

Since FY 1993, U.S. Government-funded exchange programs have brought almost 2,300 Armenian citizens to
the United States for short-term professional or long-term academic training, including some 530 in FY 2000
alone. These programs give participants an opportunity to develop their skills and establish valuable contacts
with U.S. counterparts.

U.S. Department of State — Public Diplomacy Exchanges: In FY 2000, approximately 290 Armenians
traveled to the United States under academic and professional exchange programs administered by the U.S.
Embassy’s Public Affairs Section in collaboration with the Bureau of Educational and Cultural Affairs (ECA).
These programs are designed to expose Armenia’s next generation of leaders to Western concepts of
democracy and market economics. In FY 2000, over 100 young Armenians traveled to the United States under
the ECA Bureau’s academic exchange programs. Of this total, 42 were enrolled in U.S. master’'s degree
programs under the Edmund Muskie/FREEDOM Support Act Fellowship Program, 50 were secondary school
students participating in the Future Leaders Exchange (FLEX) Program, and 22 were participants in the
Undergraduate Exchange Program. In addition, four Armenian scholars were awarded grants under the ECA
Bureau’s Research Scholars Exchange Program (RSEP), another seven participated in the Contemporary
Issues Program, three received training under the Junior Faculty Development Program and four scholars
received Fulbright scholarships. Forty-three Armenians participated in professional exchanges under the
International Visitor (IV) Program, receiving U.S.-based training in such areas as the role of official
spokespersons, eco-tourism and cultural tourism, protocol for official visits, the U.S. customs system, the role of
Congress and state legislatures, domestic security, thematic reporting/journalism, regional transportation
infrastructure development, the protection of intellectual property rights, grassroots democracy and local
government, transparency in government and business, accreditation of higher education, and role of the media
in the U.S. election process. In addition, under the Community Connections Program, 60 Armenians traveled to
the United States for community-based internships in the fields of tourism, environmental issues and business.

USAID Training Programs: In FY 2000, USAID provided training to over 3,300 Armenian participants. Some
3,200 participants participated in training programs under USAID’s Global Training for Development (GTD)
Project: over 2,900 of them in in-country programs, 132 in U.S.-based programs and 162 in third-country
programs. GTD in-country training programs focused on areas such as small-business development, energy-
sector management, accounting standards, economic journalism and social policy reform. GTD U.S.-based
programs focused on tax administration modernization, revenue forecasting, measuring compensation, analysis
of labor statistics, information technology, customer service for electric companies, wind energy, the role of
advocates in an independent judicial system, civic education in secondary schools, urban revitalization,
investigative journalism, gender equality, pension systems and health care reform. GTD third-country training
programs focused on the liquidation of state-owned enterprises, taxpayer education, retail investment, property
assessments, global climate change, information technologies in elections, mother-child health, social policy
reform and health care reform.

U.S. Department of Agriculture (USDA) — Agriculture Marketing Assistance Project (MAP): In September
2000, the U.S. Ambassador to Armenia and the rector of the Armenian Agricultural Academy (AAA) presided
over the formal opening of the Agribusiness Education Center, a joint effort between the AAA and MAP. The
Center will train middle managers in Armenia’s growing agribusiness sector on how to conduct business in an
international setting. Thirty students were selected for the first year of this two-year program, and 30 more
students will enroll in the program next year. Instruction is conducted in English by U.S. and Armenian
professors, with an adapted curriculum incorporating new marketing, finance, and management subject matter
with the academy’s other required courses. Participants will complete supervised internships during the
summer, and will ultimately receive a diploma from the academy and a completion certificate from Texas A&M
University. Just over $120,000 was spent to renovate classroom, office, and computer laboratory space to
create a modern teaching environment for the undergraduate program in agribusiness. In addition, MAP
provided funding for five Armenian graduate students to attend graduate programs in U.S. universities. The five
students have all agreed to return to AAA to provide five years of faculty service. MAP will send two more
Armenian graduate students to the United States in FY 2001.

U.S. Department of Agriculture — Cochran Fellowship Program: In FY 2000, the Cochran Program provided

short-term training to eight Armenian agriculturalists. (Please see U.S. Department of Agriculture — Cochran
Fellowship Program section in Part Ill of this report.)

16



U.S. Department of Commerce — Special American Business Internship Training (SABIT) Program: In FY
2000, the SABIT Program provided short-term training to six Armenian entrepreneurs. (Please see U.S.
Department of Commerce — SABIT Program section in Part Il of this report.)

Security Programs

In FY 2000, the U.S. Government continued to expand its security assistance activities with Armenia. The U.S.
Department of Defense (DoD) worked with the U.S. Department of State to begin to significantly increase U.S.
military-to-military contacts with the Armenian Ministry of Defense, while complying with the U.S. policy of
evenhandedness regarding military interaction with Armenia and Azerbaijan. U.S. European Command
(EUCOM) traveling contact teams visited Yerevan to provide instruction on topics such as civilian control of the
military, and Armenian military officials participated in training courses at DoD’s Marshall Center in Germany

U.S. Department of State — Export Control and Related Border Security (EXBS) Program: The Armenian
Government has consistently demonstrated a willingness to cooperate with the United States in preventing the
proliferation of weapons of mass destruction (WMD) and fighting transnational crime. The State Department
allocated $2.0 million in FY 2000 funding under the EXBS Program to enhance Armenia's ability to interdict illicit
trafficking in WMD and related materials across its borders. The U.S. Government also continued to help
Armenia develop comprehensive export-control legislation and regulations. In addition, U.S. Government
agencies provided periodic training courses to help Armenian Customs officials and border guards control the
country's borders. In FY 2000, the U.S. Department of State repaired an x-ray van that had been donated to the
Armenian Government by the U.S. Government in 1999. The x-ray van is now in regular use at various border
points. (See also U.S. Department of State — EXBS Program section in Part IlI of this report.)

U.S. Department of Defense (DoD)/U.S. Customs Service Counter-Proliferation Program: In July 2000,
the U.S. and Armenian Governments signed an agreement on cooperation in the area of WMD counter-
proliferation, which is pending ratification by the Armenian Parliament. As soon as the parliament ratifies the
agreement, Armenian customs officers and border guards will be able to receive equipment and training under
the U.S. Defense Department/U.S. Customs Service Counter-Proliferation Program.

Other Nonproliferation Programs: Armenia is an active member of the State Department-supported
International Science and Technology Center (ISTC) in Moscow, which provides former Soviet weapons
scientists with opportunities to work on peaceful civilian research projects to reduce temptation to sell their
expertise to countries of proliferation concern. In FY 2000, the U.S. Government also continued cooperation
and promoted the participation of Armenian former weapons scientists in peaceful research projects supported
by the U.S. Civilian Research and Development Foundation (CRDF). (See CRDF section in Part Ill of this
report.)

Social-Sector Programs

USAID Census Support: USAID is providing technical assistance to help the Armenian Government conduct a
census in 2001—the first Armenian census since the country's independence. In addition, USAID is sponsoring
short-term training at the Bureau of Labor Statistics for Armenian statisticians.

USAID Social-Sector Reform Programs: In late FY 2000, USAID initiated a new social-sector transition
program to help Armenia establish a framework for sustainable social insurance systems (e.g., health, pension,
disability and unemployment), support improvements in the effectiveness and efficiency in the delivery of social
assistance and primary health care, and provide urgent social and health care services and information to the
most vulnerable. As a complement to this effort, USAID began a small-scale public works program to provide
income to the vulnerable while improving community infrastructure.

USAID Reproductive Health Programs: In FY 2000, USAID supported a nationwide information, education
and communication campaign on family health and family planning through Armenia’s national media and more
intensive community mobilization activities in the Vayots Dzor and Lori regions. The program also strengthened
the customer service and health communication skills of gynecologists and pharmacists. By the end of FY
2000, the campaign had resulted in an increase of attendance at family planning consultation centers by more
than 150 percent, exceeding by far the program’s 20-percent target. To complement this effort, USAID
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launched a larger-scale reproductive health program to increase local institutional capacity and to test different
models for delivering reproductive health information and services at three pilot sites.

Housing Strategy for the Earthquake Zone: Responding to a request from the Armenian Government,
USAID funded a pilot program to test the use of housing certificates to meet the continuing shelter needs of
households affected by the 1988 earthquake. To date, 224 families in Gyumri have been provided certificates
that allow them to purchase permanent housing from the real estate market. Once permanent housing is found,
municipal officials remove the temporary shelters, thereby clearing urban areas for more economically and
socially productive uses. To date, more than 100 temporary shelters have been cleared. Based on the success
of the pilot program, USAID will launch a comprehensive program to address housing and related needs in the
earthquake zone region in FY 2001.

Humanitarian Programs

Only 19 percent of Armenia’s FY 2000 FREEDOM Support Act assistance budget was allocated to humanitarian
assistance—a reduction from 22 percent in FY 1999. This decrease reflects the U.S. Government's goal of
reducing humanitarian assistance in favor of development assistance and private-sector job creation—a goal
shared by the Armenian Government—and an increased emphasis on social-sector reform as an essential part
of the U.S. assistance program in Armenia. Over the past two years, the Government of Armenia has
demonstrated an improved ability and desire to identify and target assistance towards vulnerable groups;
however, the government is currently facing severe budget constraints that limit its ability to shoulder more of

the responsibility for maintaining and strengthening the social safety net for the most vulnerable segments of the
population.

U.S. Department of Agriculture (USDA) — Food Assistance: In FY 2000, USDA provided 60,000 metric tons
of U.S. wheat to Armenia under its Section 416(b) Program. This government-to-government grant program
valued at approximately $10 million was agreed to by the U.S. Government as a one-time exception to the
previous government-to-government P.L. 480 programs that USDA has been implementing in Armenia since FY
1996. This wheat, which arrived in Armenia during the last quarter of 2000, will be sold at public auction at a
market price, and the Government of Armenia will use all of the proceeds for budget support. In FY 2000,
USDA reduced the amount food commodities being provided to Armenia under its Food for Progress Program.
Only one U.S. private voluntary organization (PVO), the Armenian Technology Group (ATG), was approved to
participate in a project to monetize 7,500 metric tons of wheat, a program valued at approximately $1.9 million,
and apply the proceeds towards the continuation of its seed multiplication project. In FY 2001, the U.S.
Government will revisit the issue of providing humanitarian commodities for free distribution programs.

Drought Relief Programs: As FY 2000 drew to a close, a large portion of Armenia was experiencing the
effects of a severe drought that decimated crops and affected livestock production. In response, the U.S.
Government allocated $3.17 million for drought relief programs. The U.S. Embassy responded to the Armenian
Government’s assistance requests, participating fully in the drought relief efforts undertaken by the international
community, and implementing bilateral assistance programs to help Armenian farmers overcome the severe
effects of this drought. Specific programs included the following:

Winter Wheat Seed Redistribution: The U.S. Government allocated $600,000 for the emergency
purchase, cleaning, treating, bagging and distribution of 1,741 metric tons of locally produced winter wheat
seed. This U.S. Embassy-coordinated program distributed seed at a reduced price (25 percent of cost) to
10,000 of the most seriously affected subsistence farmers in time for the fall planting season. The program
combined the talents and resources of USDA's Marketing Assistance Project and two U.S. PVOs: the
Armenian Technology Group (ATG) and the United Methodist Committee on Relief (UMCOR).

Support for Well-Drilling: In response to a special request from the U.S. Ambassador, the U.S. European
Command (EUCOM) allocated $165,000 from its FY 2000 Humanitarian Assistance Fund for the
construction of seven village wells for irrigation and domestic water supply. This funding, which was
provided to alleviate some of the impact of the drought in the higher elevations of Armenia, was passed to
USDA's Marketing Assistance Project (MAP), which is coordinating this effort and is working with the
Foundation for Applied Research and Agribusiness.
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United Nations World Food Program (WFP) Emergency Feeding Program: The U.S. Government
pledged $2.4 million in response to a general appeal for support from the WFP for an emergency feeding
program for Armenia’s neediest subsistence farmers suffering from the effects of the drought. This pledge,
which amounted to 20 percent of the overall cost of the program, allowed WFP to get an early start on
purchasing commodities so that the feeding program can begin on time.

U.S. Department of State — Operation Provide Hope: In FY 2000, the Humanitarian Programs Division of the
Office of the Coordinator of U.S. Assistance to the NIS transported an estimated $7.09 million in privately
donated humanitarian commodities—primarily medicines, medical supplies and food—to Armenia at a cost of
$1.22 million to the U.S. Government. These commodities were distributed through U.S. private voluntary
organizations including the United Methodist Committee on Relief (UMCOR), Citihope International, the United
Armenian Fund, and the Women's Health Care Association.

Partnership Programs

USAID Health Care Partnerships: In FY 2000, USAID continued to support several health care partnerships
between U.S. and Armenian organizations, including one between the University of California-Los Angeles
(UCLA) Medical Center and the Lori Regional Healthcare Administration, one between CARE New
England/Lifespan Health Systems and the Gegarkunik Regional Healthcare Management Department, one
between the University of Texas Medical Branch at Galveston with the Armavir Regional Healthcare
Administration, and one between the University of Alabama/Creighton University and the School of Health Care
Management (National Institute of Health). In the past year, partnership activities were focused on the
screening and treatment of hypertension, patient education, training in cardiovascular disease/stroke, breast
cancer, diabetes, and disaster preparedness, as well as the development of educational resource centers. In
addition, a new partnership was established between the Armenian-American Mammography University Center
in Yerevan and the Armenian-American Cultural Association in Washington, DC. Activities under this new
partnership will include outreach to the regions and the development of a modern pathology laboratory.

U.S. Department of State — University Partnerships: The Public Affairs Section of the U.S. Embassy is
currently sponsoring four university partnerships in Armenia: one between the Yerevan State Institute of
National Economics and Florida State University, one between the Journalism Department of Yerevan State
University and Middlesex Community College in cooperation with Northeastern University and the Cambridge-
Yerevan Sister City Association, one between the Economics/Business Department of Yerevan State University
and the University of California-Fresno, and one between the American University of Armenia and Miami
University of Ohio in the field of public finance. These partnership programs continue to support exchanges of
faculty and administrators for a combination of teaching, lecturing, faculty and curriculum development,
collaborative research, and outreach programs.

Cross-Sectoral Programs

Eurasia Foundation: In FY 2000, with support from USAID, the Eurasia Foundation’s field office in Yerevan
awarded 47 grants totaling over $960,000 to Armenian NGOs working to support civil society-building, private
enterprise development and public administration and policy. To help overcome the political and economic
obstacles to regional integration, the Eurasia Foundation’s South Caucasus office has created the Southern
Caucasus Cooperation Project (SCCP), which is designed to facilitate greater contact and cooperation among
leading NGOs in Armenia, Azerbaijan, and Georgia. In FY 2000, the SCCP supported cross-border projects in
areas such as business development, legal reform, civil society building, and public administration, awarding 57
grants totaling over $27,700. Of this total, over $9,000 was provided to Armenia-based NGOs working in the
region. The Foundation organized six regional seminars in the areas of tourism, professional associations,
business associations, seismic protection, and long-term voter education. These seminars, attended by
Armenian, Georgian and Azerbaijani citizens, were designed to develop interest in areas that have the potential
for improving regional integration and cooperation. As the result of these seminars, 25 cooperative regional
projects are either currently being funded or are being considered for funding by the Eurasia Foundation in FY
2001.
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Peace Corps: Over the past eight years, the Peace Corps has placed more than 260 volunteers (PCVs) in
Armenia. PCVs are placed as community workers with core assignments in three areas: teaching English as a
foreign language, business education and community development, and community health education. In FY
2000, more than 60 PCVs were serving in 28 sites and nine regions of Armenia. The Community Health
Education Project is a new project that began in August 2000. The Peace Corps has worked with several U.S.
NGOs operating in Armenia, including the United Methodist Committee on Relief (UMCOR), Save the Children,
World Learning, Catholic Relief Services, Latter Day Saints, the Adventist Development and Relief Agency
(ADRA), the Academy for Educational Development (AED), the International Executive Service Corps (IESC),
the Foundation for International Community Assistance (FINCA), the Armenian English Language Teachers’
Association, the Eurasia Foundation, the Soros-funded Open Society Institute, and many others. In addition to
its three core programs, the Peace Corps established four new program initiatives in April 2000. The Village
Outreach Program placed PCVs in seven village schools and conducted outreach activities in business and
health. The Information Technology Program integrated information technology training and applications in
all Peace Corps projects and helped Armenian NGOs develop websites. The Gender and Development
Program promoted better understanding of gender issues in the development process. PCVs conducted girls’
leadership summer camps and career resource workshops to help girls build self-esteem, confidence and
understanding of their career choices and opportunities. The Community Development Program helped
communities cooperate to improve their quality of life. PCVs in all of the above projects helped local
communities establish language and resource centers, and upgrade school facilities; organized community
events to foster cooperation; facilitated book and resource donations from churches and various donors; and
worked with orphanages and disabled people. In collaboration with Sustainable Armenia, UMCOR, the U.S.
Embassy and Catholic Relief Services, PCVs organized a "Hike for Environmental Awareness," which included
seven segments stretching 240 kilometers across northern Armenia. At each stop, PCVs and local
environmentalists conducted presentations on water and air quality, and the environmental effects of
deforestation. Several PCVs who have completed their service have remained in Armenia and are providing
expertise and cultural understanding in their work with development organizations, including the World Bank,
IESC, USDA, World Vision and the International Research and Exchanges Board (IREX).

Business Education and Community Development: PCVs involved in this project are teaching
accounting, business management, marketing and economics in technical institutes and universities. They
are working with entrepreneurs and local NGOs and development organizations to strengthen their
management skills and help them implement their programs. PCVs involved in this project are working with
the Urban Institute to implement a USAID-funded housing certificate pilot program; with the Academy for
Educational Development on business and agricultural marketing seminars; and with the U.S. Embassy’s
Public Affairs Section’s School Internet Connectivity Project on identifying candidate schools for Internet
connections. The PCVs have also helped establish a youth credit union that is supporting the formation of
small enterprises; made presentations on human rights; and established a “futures committee” to create
public-private partnerships and greater transparency in local government.

Teaching English as a Foreign Language (TEFL): PCVs involved in this project teach English and
conduct teacher training in primary and secondary schools and universities. PCVs have introduced critical
thinking in classroom work, and conducted in-service training, co-teaching and co-planning. In collaboration
with the Armenian English Language Teachers’ Association, PCVs and Armenian teachers organized a
nationwide "Traveling Teachers’ Workshop."

Community Health Education: PCVs involved in this project work with polyclinics, medical colleges, mental
health centers and child/maternal health clinics. They also work with local NGOs, development organizations
and Armenia’s Ministry of Health. Volunteers are working with Flora (an Armenian NGO that focuses on
environmental health issues); with Save the Children Foundation to conduct a baseline reproductive health
survey; and with the Ministry of Health HIV/AIDS Education Center to conduct workshops in the regions, with
the goal of reaching out to refugees.
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Programs Promoting the Objectives of the Silk Road Strategy Act (SRSA) of 1999

In FY 2000, a number of U.S. Government-funded assistance programs contributed to the objectives laid out in
the SRSA: promoting reconciliation and recovery from regional conflicts; fostering economic growth and
development; promoting infrastructure development; increasing border control capabilities; and promoting
democracy, tolerance, and the development of civil society. Please see the above sections for numerous
examples of programs that contributed to one or more of these objectives.

Preview of FY 2001 Programs

In FY 2001, the U.S. Government will focus on increasing the demonstrable benefit of U.S. Government-funded
assistance to average Armenian citizens and to their standard of living, thereby building and sustaining popular
and political support for the implementation of democratic and economic reform measures needed for creating a
free-market democracy. The U.S. Government will seek to accomplish this goal by designing and implementing
assistance programs with the following objectives:

Stimulate growth and competition in the private sector and increase investment by both the private and
public sectors, with a special focus on job creation in a market economy and on combating corruption (a
particular emphasis will be given to developing and supporting business opportunities in the information
technology, agribusiness and tourism sectors);

Enhance Armenia's energy security by developing a safe and sustainable energy sector integrated into
broader regional activities;

Improve investor confidence and business development, and promote democracy and the rule of law by
supporting a vigorous anti-corruption effort in coordination with the Armenian Government and the
international donor community, including the Armenian diaspora;

Strengthen public and political support for the continuation of economic reforms by bolstering Armenia’s
social safety net;

Enhance foreign investor confidence in regional security and stability by stimulating regional integration and
cooperation;

Continue to reduce the amount of humanitarian assistance in favor of a more targeted development
approach designed to provide more apparent and immediate benefit to average Armenians, with a particular
emphasis on job creation, education and agriculture;

Promote greater community activism and involvement, with a special emphasis on women'’s participation
and leadership, through new USAID activities to promote citizen participation in governance; and

Continue to enhance Armenia capabilities to control its borders to prevent illicit trafficking and promote
legitimate commerce.
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AZERBAIJAN

Political Overview

In FY 2000, Azerbaijan continued to make incremental progress in improving the democratic foundation for its
government, although significant problems remain. With the assistance of the Warsaw-based Office of
Democratic Institutions and Human Rights (ODIHR) of the Organization for Security and Cooperation in Europe
(OSCE), the legal basis for conducting elections was improved. Although the November 2000 parliamentary
elections demonstrated some progress over previous elections—particularly in terms of enhancing political
pluralism—overall, the elections failed to meet international standards. Freedom of religion was generally
respected in Azerbaijan in FY 2000. An active and independent media exists, and press censorship was
officially abolished in 1998, but periodic harassment of the press continues. The Government of Azerbaijan
replaced Soviet-era legislation by enacting new civil and criminal codes, which come closer to meeting
international standards. This past summer, Azerbaijan's Ministry of Justice oversaw a judicial testing program
that could improve the independence of the country's judiciary. However, corruption remained a major problem
in Azerbaijan in FY 2000, continuing to undermine economic development and respect for the rule of law.
Although the Government of Azerbaijan has formed two working groups to combat corruption, these initiatives
have not yet yielded any visible improvements.

Economic Overview

In its brief history as an independent country, Azerbaijan has made important progress in the transition to a
market economy. Legislation for a second-stage privatization program was enacted in May 2000, and a new tax
code, adopted in July 2000, will go into effect in January 2001. The government's efforts to consolidate and
privatize the country's banking sector continued, with the merger of three state-owned banks into United
Universal Bank (UUB) and the transfer of the predecessor banks' non-performing loans to a separate collection
entity. During the third quarter of 2000, the Government of Azerbaijan signed, and the Azerbaijani Parliament
approved, the twentieth production sharing agreement (PSA) for development of the country's oil and gas

sector.

Azerbaijan's macroeconomic outlook improved notably in FY 2000 due to strong oil prices and sound policy
adjustments. Foreign reserves increased to over $700 million, and $238 million flowed into the country's
nascent Oil Fund. Boosted by strong oil prices, GDP increased at a rate of more than nine percent for the first
nine months of 2000, while annual inflation stood at 1.7 percent in September 2000. Azerbaijan's currency, the
manat, depreciated 3.8 percent through the first nine months of 2000. However, in the areas of commercial law,
accounting standards, tax administration and customs operations, practices in Azerbaijan continued to fall short
of international standards and impede foreign investment and economic development. Licensing and regulatory
practices were overly bureaucratic and non-transparent, thus making it more difficult to combat corruption.

Overview of U.S. Government Assistance

In FY 2000, the U.S. Government provided an estimated $50.61 million in assistance to Azerbaijan, including
$32.18 million in FREEDOM Support Act (FSA) assistance, $6.17 million in other U.S. Government assistance,
and $12.26 million in U.S. Defense Department excess and privately donated humanitarian commaodities. Of the
$21.8 million in FSA funds allocated to USAID programs, USAID used $10.0 million for humanitarian assistance,
$3.7 million for economic restructuring programs, $4.2 million for democracy and governance programs, and
$3.0 million for cross-sectoral activities.

U.S. Government assistance programs in Azerbaijan operate within the parameters of Section 907 of the
FREEDOM Support Act, which prohibits certain types of assistance to the Government of Azerbaijan until it
takes steps to lift its economic blockades against Armenia. Over the past several years, U.S. Government
assistance to Azerbaijan has mainly consisted of humanitarian assistance, democracy-building and education
programs. More recently, however, programs have been added in areas such as security assistance, private-
sector development and election preparedness, more clearly reflecting the U.S. Government's wide-ranging
interests in the region. In FY 2000, U.S. Government-funded humanitarian assistance to internally displaced
persons (IDPs) and refugees continued, but with an emphasis on activities that are designed to create job
opportunities and increase income levels.
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U.S.-Azerbaijan Task Force for Economic Development

A significant accomplishment in FY 2000 was the establishment of the U.S.-Azerbaijan Task Force (USAJTF)
for Economic Development, which was formed by the U.S. and Azerbaijani Governments to provide a
framework for regular high-level contacts, promote further economic cooperation and progress on economic and
market reforms, and to maximize the effectiveness of U.S. Government-funded assistance programs in
Azerbaijan. The USAJTF was formally established on January 20, 2000, with the signing of a memorandum of
cooperation between the two governments. The U.S. delegation to the USAJTF is chaired by the Coordinator of
U.S. Assistance to the NIS, and the Azerbaijani delegation is chaired by the Minister of Finance. The inaugural
meeting of the USAJTF took place in Baku in May 2000, and a second meeting was held in Washington in
October. Both meetings were well-attended by high-level officials from the U.S. and Azerbaijani Governments.
The U.S. delegations included senior representatives from the U.S. Department of the Treasury, the U.S. Trade
and Development Agency (TDA), the National Security Council, the Office of the U.S. Trade Representative, the
U.S. Department of Commerce, and USAID. The meetings resulted in a number of cooperative efforts in the
areas of macroeconomic and fiscal policy, anti-corruption efforts, privatization, foreign investment in the non-
energy sector, investment climate and identifying priority areas for U.S. Government assistance. The
cooperative efforts in these areas are ongoing, and the USAJTF is proving to be an extremely beneficial forum
for resolving issues and identifying areas where close cooperation is heeded to move reforms forward in
Azerbaijan.

Social-Sector and Humanitarian Programs

U.S. Department of Agriculture (USDA) — Food Assistance: Through its Food for Progress Program, USDA
provided approximately 8,900 metric tons of food assistance valued at approximately $4.7 million for use in a
feeding and monetization program implemented by the Adventist Development and Relief Agency and the
International Rescue Committee. In addition, Azerbaijan received $5 million in export credit guarantees under
USDA’s GSM-102 Program.

USAID Humanitarian Assistance: In FY 2000, USAID completed a Transitional Strategy for Azerbaijan for the
period FY 2001 to FY 2003, which is centered around a transition from relieving basic humanitarian needs to
promoting longer-term sustainable economic development through programs aimed at the private sector. Over
the next three years, pending progress towards a resolution of the Nagorno-Karabakh conflict between Armenia
and Azerbaijan, USAID hopes to be able to focus increasingly on facilitating the resettlement of IDPs and
refugees and on meeting the immediate needs of this target population.

USAID-funded grantees provided essential assistance to IDPs and refugees in Azerbaijan. Activities
designed to promote economic opportunity provided training for some 8,700 participants, loans to some
3,400 individuals, and created over 3,100 jobs. USAID-funded efforts to strengthen primary health-care
benefited over 167,000 IDP patients. A project currently being implemented in Gouranboy by CARE and
Save the Children Foundation (SCF) has financed the rehabilitation of 78 homes and helped provide
economic opportunities and health-care services.

In a jointly funded activity, USAID supported the Office of the United Nations High Commissioner for
Refugees (UNHCR), which has completed its project for the shelter portion of a World Bank resettlement
program that benefited 2,000 IDP families in the Fizuli, Agdam and Ter-Ter regions.

With USAID support, SCF organized 73 community action groups and implemented some 78 micro-
community projects in shelter, primary education, income generation and health for victims of the Nagorno-
Karabakh conflict. These village-based activities were implemented with the full participation of community
groups in the area.

With USAID support, the United Nations Children’s Fund (UNICEF) expanded a program that provided
immunization services to 98 percent of the IDP population in the area covered by the program. In April
2000, USAID also provided support to UNICEF to help it strengthen the primary health care system in areas
of Azerbaijan with high concentrations of IDPs and refugees.

23



USAID continued to work with the Government of Azerbaijan to help resettle IDPs and refugees. The
Government of Azerbaijan has created a Social Development Investment Fund (SDIF) to support
development benefiting resettled IDPs. USAID-funded technical assistance has helped strengthen the
government's ability to manage this vital program. In cooperation with the World Bank and the United
Nations, the Government of Azerbaijan has designed and put into use an operational manual for the SDIF.
USAID plans to fund $5.0 million in project activities to complement the SDIF's efforts. USAID also provided
a grant to the United Nations Development Program (UNDP) to help local NGOs in areas with high
concentrations of IDPs to coordinate the grassroots institutional development programs that are being
implemented by the SDIF.

Under a USAID-funded hospital partnership program administered by the American International Health
Alliance (AIHA), the Baylor College of Medicine, Oregon Health Sciences University and Virginia
Commonwealth University are working with three Azerbaijani hospitals to provide services to the IDP and
refugee populations and other vulnerable groups.

As of the end of FY 2000, USAID had obligated $11.8 million for programs within Nagorno-Karabakh. Save
the Children Federation (SCF) is implementing subgrants for work in the areas of health-care financing,
housing rehabilitation, and subsistence-level income generation in Nagorno-Karabakh. Accomplishments in
FY 2000 included the rehabilitation of an additional 680 shelter units (for a total of 1,051 to date), completion
of the rehabilitation of medical facilities in Stepanakert as part of a mental health program to aid victims of
post-traumatic stress disorder, and the issuing of 1,126 micro-loans to women to meet subsistence-level
needs for food security.

U.S. Department of Defense (DoD) — Humanitarian Assistance: Under an initiative begun in FY 2000 and
concluded in early FY 2001, DoD conducted disaster management training for 30 Azerbaijanis from various
government ministries for two weeks in October-November 2000, with an emphasis on developing a national
infrastructure within Azerbaijan that can react effectively to disasters.

U.S. Department of State — Operation Provide Hope: In FY 2000, the Humanitarian Programs Division of the
Office of the Coordinator of U.S. Assistance to the NIS transported approximately $12.26 million in privately
donated and U.S. Defense Department excess humanitarian commodities to Azerbaijan at a cost of $1.82
million to the U.S. Government. U.S. private voluntary organizations (PVOSs) involved in distributing these
commodities included the United Methodist Committee on Relief, International Relief and Development, Inc.,
Eaton-Hap, Counterpart Consortium, and Heart-to-Heart.

Democracy Programs

U.S. Government-funded democracy programs seek to strengthen civil society in Azerbaijan. NGO
development assistance, international exchanges and advanced professional training programs in skill areas
vital to civil society development have been particularly effective. Activities promoting an independent media,
the rule of law, an independent judiciary, and transparency in political practices and commercial transactions
have yielded incremental progress, although Azerbaijan’s deficiencies in these areas are so significant that
meaningful improvement will require sustained assistance by a broad range of donors and implementing
organizations.

USAID Baku-Yerevan Weekly “Spacebridge” Television Program: In FY 2000, USAID grantee Internews
began this activity aimed at developing mutual understanding and tolerance between the citizens of Armenia
and Azerbaijan. Twenty-four interactive video conferences between influential individuals in Azerbaijan and
Armenia are being developed. Up to 12 discussants will participate in each episode, which are to be filmed in
both countries, edited, packaged and distributed for airing in both countries. Armenian and Azerbaijani
participants have already agreed to potential topics, including refugees, peace negotiations, children and war,
the environment, transport and communication, and trade and war.

USAID Regional Women’s NGO Leadership Program: The USAID Mission in Armenia and the USAID
Caucasus Regional Mission in Thilisi supported an innovative program for women NGO leaders from Armenia,
Azerbaijan and Georgia. Armenia hosted 16 women leaders from Azerbaijan and sent a delegation of 16
Armenians to Azerbaijan. As a result of this program there has been a significant increase in joint projects
between the Armenian and Azerbaijani women. For example, during the program workshops in June 2000, the
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women agreed to work together on the repatriation of prisoners of war held by both countries, and they
subsequently helped organize several prisoner exchanges.

U.S. Department of State — Internet Access Programs: Providing increased public access to the Internet is a
top priority of U.S. Government-funded democracy assistance in Azerbaijan. The Internet Access and Training
Program (IATP), which is managed by the U.S. Embassy’s Public Affairs Section and implemented by the
International Research and Exchanges Board (IREX), has established a network of public-access Internet sites
that is now beginning to expand beyond Baku into Azerbaijan’s regions. In FY 2000, IATP made a transition
from providing training in basic Internet and computer skills to more focused training in website design and
practical utilization of Internet resources. In addition, the Online Communities Project, which is also managed
by the Public Affairs Section and is being implemented by Project Harmony, is establishing two distinct online
communities in the Caucasus region—one for business support and one for those working with internally
displaced persons (IDPs) and refugees in the region. Comprehensive websites, online resources, training and
related events are being sponsored for each of the two online communities. IATP and the Online Communities
Project are coordinating their efforts with each other, as well as with several Internet initiatives being funded by
the Open Society Institute.

USAID Election-Related Programs: The exemption of democracy programs from the Section 907 restrictions
on assistance to the Government of Azerbaijan has allowed for the expansion of U.S. Government-funded
efforts in this area. In addition to working with Azerbaijan’s non-governmental sector, U.S. NGOs are now
allowed to work directly with the Government of Azerbaijan in providing such assistance. For example, in
preparation for the December 1999 municipal elections, the National Democratic Institute (NDI), International
Republican Institute (IRI), and the International Foundation for Election Systems (IFES) worked with both
governmental and non-governmental entities in Azerbaijan, helping to draft electoral legislation and training
government officials in implementing that legislation, and helping the Azerbaijani Government form municipal
councils. In cooperation with the Central Election Commission (CEC), IFES conducted voter education
programs to inform Azerbaijani citizens about the electoral process. NDI fielded an election observation mission
and provided commentary and analysis on the electoral process. In preparation for the November 2000
parliamentary elections, IFES continued to provide technical assistance to the CEC. IFES also monitored and
provided advice to the CEC on the implementation of the election law. IFES conducted a train-the-trainers
program for members of Azerbaijan’s territorial election commissions and produced an election-day manual. In
conjunction with the CEC and USAID grantee Internews, IFES conducted a voter education campaign on
Azerbaijani television, which included topics such as checking voter lists, the functions of the national parliament
and responsibilities of its members, and the voting process. In addition, IFES produced a brochure on the
functions of the national parliament and a poster on voting procedures.

USAID Independent Media Programs: Internews, a USAID grantee, has been working in Azerbaijan since
1995 to help independent television stations produce and exchange programming, and to help implement
existing legislation and draft new laws and policies in support of a free press. In FY 2000, Internews conducted
a series of seminars for local journalists, writers, photographers and reporters on editing and basic journalism.
In the area of electronic media, Internews is helping to produce 104 issues of the weekly television
newsmagazine "Gouzgou" (“Mirror”), 104 episodes of the Caucasus-wide television program "Perekrestok"
(“Crossroads”) and 26 episodes of the weekly television program "Biznes Nedeli" (“Business Week”). Internews
also supported a local biweekly newspaper in Ganja, the second largest city in Azerbaijan, and awarded
investigative journalism fellowships to newspaper reporters. In addition, Internews supported a press center in
Baku and a press-center bulletin for the December 1999 municipal elections and the November 2000
parliamentary elections.

USAID NGO Development Program: With USAID funding, the Initiative for Social Action and Renewal in
Eurasia (ISAR), a U.S. NGO, is working in Baku, Sumgayit and five rural regions of Azerbaijan to provide
capacity-building assistance to local NGOs. ISAR is taking a four-pronged approach, which includes a grant-
making program, a training program, an information program, and an outreach program in Azerbaijan’s regions.
ISAR awards small and medium-sized grants to NGOs working on environmental and social issues, and small
travel grants to local NGOs interested in participating in regional and international NGO conferences and other
activities. In addition, ISAR awards $80,000 per year in large grants of up to $20,000 to well-established
Azerbaijani NGOs. ISAR also conducts monthly information sessions in each region of Azerbaijan; NGO
management training in one region each month; individual consultations on NGO development issues and
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proposal-writing skills; and information dissemination on grant opportunities, conferences, seminars and training
opportunities.

USAID Rule-of-Law Activities: The American Bar Association's USAID-funded Central and East European
Law Initiative (ABA/CEELI) began providing technical assistance in Azerbaijan in April 1999. In FY 2000,
ABA/CEELI began helping the Ministry of Justice to develop a training plan for judges. ABA/CEELI is actively
helping to reform the legal profession in Azerbaijan by operating a legal resource center for law professionals,
university students, and NGOs, which was used by some 230 visitors in September 2000 alone. ABA/CEELI
conducts biweekly continuing legal education lectures on commercial law for local lawyers, has developed a
workshop on basic commercial law skills, and is drafting a handbook for Azerbaijani commercial lawyers.
ABA/CEELI works with the Legal Education Society, a local NGO, to train law students in basic advocacy skills.
In September 2000, ABA/CEELI opened a law clinic at the Azerbaijan University. An experienced specialist
from the United States spent a month with the clinic’s faculty, providing guidance in how to structure the clinic,
which will focus on women'’s rights and criminal procedure cases. ABA/CEELI is also working on identifying
reform-oriented judges and lawyers to help them establish independent judges’ and lawyers’ associations, and
is planning to send a group of Azerbaijani court administrators to the United States for training at the National
Center for State Courts.

Democracy Fund Small Grants Program: The Democracy Fund Small Grants Program has been a highly
effective tool that allows the U.S. Embassy to provide targeted assistance (through grants of up to $24,000) to
grassroots organizations. In FY 2000, the U.S. Embassy’s Democracy Commission awarded 13 grants totaling
$180,000 to Azerbaijani NGOs involved in promoting civil-society development; the free flow of information;
transparency in government; voter education and public information; rule of law and legal reform; conflict
resolution and tolerance; human rights; civic education; market economy; and ethnic, minority, and women's
equality. Democracy Commission grants supported activities such as women's leadership and policy studies
courses; a translation of a book on lawmaking; the establishment of a resource center for primary and
secondary school teachers; publication and distribution of 5,000 copies of six pocket-sized booklets on
economic rights and 500 copies of a brochure for trade unions on how to make collective agreements; providing
information on principles of democratic and civil societies to regional NGOs and facilitating the development of
new human rights NGOs in seven southern regions of Azerbaijan; educating handicraft artisans on the
principles of a free-market economy, small-business administration, marketing and the formation of trade
development associations; publication of a book on the role of television and radio journalism in the election
process in a democratic system and monthly election roundtables for television and radio journalists, students,
and political party members; independent media coverage of the November 2000 parliamentary elections in
Azerbaijan; creation of the first local online network by Azerbaijani mass media outlets; and a photojournalism
exhibition, contest and website.

Economic Restructuring Programs

USAID Small-Business Lending and Micro-Credit Program: In FY 2000, USAID expanded its support to
Azerbaijan’s private sector via small-business lending and micro-credit activities. Shorebank, a USAID grantee,
continued to provide training and technical assistance to private banks that are providing loans of up to
$100,000 as part of a lending portfolio from the International Finance Corporation (IFC). The USAID-supported
Foundation for International Community Assistance (FINCA) has expanded its services outside of Baku to the
Massala Region. FINCA is making loans of $50 to $1,000 to micro-enterprises in villages that are not being
served by the country’s commercial banking sector.

USAID Agribusiness Development Program: In FY 2000, USAID initiated three activities addressing major
constraints in the agribusiness sector, which has been identified by the Azerbaijani and U.S. Governments, as
well as other donors, as a sector that presents major investment opportunities. Agricultural Cooperative
Development International/Volunteers in Overseas Cooperative Assistance (ACDI/VOCA), a USAID grantee,
began facilitating the development of a rural credit banking system. As part of this activity, ACDI/VOCA is
providing technical assistance, training and capital to selected rural communities that exhibit a potential for
economic growth. ACDI/VOCA also provided farmer-to-farmer assistance on specific technical issues by
bringing skilled and experienced U.S. volunteers to Azerbaijan. USAID grantee Land O'Lakes began
implementing a major activity addressing production, processing, marketing, packaging and quality
improvements in the livestock industry, a major source of employment and income generation in the rural areas
of Azerbaijan. USAID grantee Citizens’ Democracy Corps (CDC) began providing technical assistance and
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training to a variety of agribusiness enterprises that can provide commodities and contract services to
Azerbaijan’s business community. CDC is working with these enterprises to improve their competitiveness in
bidding for and providing contract services and commodities, helping them develop contract bids and determine
allocations of personnel costs. In addition, USAID sponsored the first of several private-sector business/trade
delegations in cooperation with the University of Oklahoma. Also in FY 2000, a venture capital investor and
three USAID-funded agribusiness specialists assessed the business investment potential in several areas of
Azerbaijan. The team'’s preliminary conclusions are that agribusiness (in particular, vegetables, nutmeats, fruits
and wood products) and construction are two sectors that show a substantial potential for investment. In FY
2001, the Agribusiness Development Program will focus on establishing a private-sector-owned and -operated
pilot business center in the Zagatala Region to expand on other donor activities in the area and to reinforce the
economic potential that has been identified in Zagatala. The business center will provide technical assistance
and training in modern business management techniques to private-sector enterprises. A team of local
specialists, with support from technical advisors, will provide fee-based services to improve local business
capabilities and expand employment in the region. In addition, USAID plans to finance additional business
delegations to promote domestic and foreign investment in potential growth areas.

USAID Support for Regional Energy-Sector Cooperation: Through an initiative jointly carried out by the
USAID Mission in Armenia and the USAID Caucasus Regional Mission in Thilisi, dialogue among Armenian,
Azerbaijani and Georgian energy-sector representatives was reestablished, including the consideration of cross-
border energy security and energy efficiency measures and the implications of water management on regional
energy markets.

Training, Exchange and Educational Reform Programs

Since FY 1993, U.S. Government-funded exchange programs have brought almost 1,300 Azerbaijani citizens to
the United States for short-term professional or long-term academic training, including some 320 in FY 2000
alone. These programs give participants an opportunity to develop their skills and establish valuable contacts
with U.S. counterparts. Training and exchange programs, particularly those targeting the younger generation,
continued to be a primary focus of U.S. Government assistance to Azerbaijan in FY 2000.

U.S. Department of State — Public Diplomacy Exchanges: In FY 2000, over 200 Azerbaijanis traveled to the
United States on academic and professional exchange programs administered by the U.S. Embassy’s Public
Affairs Section in collaboration with the Bureau of Educational and Cultural Affairs (ECA). The Future Leaders’
Exchange (FLEX) Program gave 55 Azerbaijani secondary school students an opportunity to attend U.S. high
schools and live with American families, with the goal of establishing self-sustaining linkages between the next
generation of Azerbaijani leaders and their U.S. counterparts. Alumni of the FLEX Program are finding jobs
throughout Azerbaijan and are taking part in NGO and volunteer activities. Also in FY 2000, 17 Azerbaijanis
participated in the FREEDOM Support Act (FSA) Undergraduate Exchange Program and 48 patrticipated in the
Edmund S. Muskie/FSA Graduate Fellowship Program. These programs are designed to address Azerbaijan’s
specific infrastructure-development needs, and are therefore a critical component of the U.S. Government’s
efforts to promote reform. In addition to the above-mentioned academic exchange programs, the U.S.
Embassy’s Public Affairs Section also sponsored a variety of professional exchange programs in FY 2000. A
total of 35 Azerbaijani participants traveled to the United States under the International Visitors (IV) Program,
two under the Contemporary Issues Fellowship Program, four under the Regional Scholars Fellowship Program,
and seven academicians participated in the Junior Faculty Development Program. (See also U.S. Department
of State — ECA Bureau section in Part Ill of this report.)

U.S. Department of State — Educational Partnerships: The ECA Bureau-supported partnership between the
Azerbaijan Oil Academy and Georgia State University has developed a fully functioning master’s degree

program in business administration (MBA) with a reputation for providing a quality education. The two

institutions are planning to expand their partnership activities to include undergraduate programs and to

integrate the MBA program more tightly with the Academy’s curriculum. Similarly, Western University has taken
full advantage of its ECA-supported partnership program with Northern Alabama University in the field of
executive business education. In addition, with the help of a linkage program with Indiana University,
Azerbaijan's largest and most important state-run educational institution, Baku State University (BSU), got its
American Studies Center fully under way this year. This is the first American studies center in Azerbaijan, and it
is having a major impact on both BSU faculty and students. Since BSU'’s student body consists of many of
Azerbaijan’s less affluent students, BSU’s American Studies Center plays a key role in spreading understanding
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about America to an entirely new audience of Azerbaijani students who would otherwise not have such an
educational opportunity. Indiana University is also partnered with Western University to develop undergraduate
and graduate programs in public affairs and management. Also in FY 2000, the State Department’s School
Linkage Program, which is now in its fourth year, continued to foster relationships between U.S. and Azerbaijani
secondary schools. Each year, four Azerbaijani schools are linked with four U.S. schools in Florida. In FY
2001, five students and one teacher from each of the four participating Azerbaijani schools will spend a month in
their U.S. sister schools, studying, exchanging ideas and living with U.S. host families. Five students and one
teacher from each of the participating U.S. schools will then make month-long reciprocal visits to Baku. The
exchange visits will be preceded and followed by Internet contacts between the schools.

U.S. Department of State — Educational Advising: In FY 2000, the U.S. Embassy’s Public Affairs Section, in
conjunction with the Open Society Institute, continued to provide support for educational advising through the
Baku Educational Information Center. The Center provides advice to individuals and groups on educational
opportunities in the United States and helps them prepare for various foreign educational exams.

U.S. Department of State — Book Translation Programs: In FY 2000, the U.S. Embassy’s Public Affairs
Section continued to support the translation and publication of books on subjects such as human rights, freedom
of information and the press, and principles of representative democracy and market economics. Few, if any,
relevant texts are available in the Azerbaijani language on such topics. The Public Affairs Section also

continued to work with the Tutu Children's Publishing House to develop and publish five illustrated high school
textbooks on democracy in the Azerbaijani language in Latin script.

U.S. Department of State — Library Development Programs: In December 1999, the U.S. Embassy’s Public
Affairs Section established an Information Resource and Training Center for librarians and funded a U.S. library
and information resources specialist. The Center’s staff have developed close contacts with the directors of all

of Azerbaijan’s main libraries and have provided fundamental training on library automation and information
sciences; assisted in establishing an automation, training and rare books preservation program at the Akhundov
National Library; and helped provide in-service training at the Academy of Sciences. The Center has also

created a website (http://azeribooks.aznet.org/azeribooks) that is becoming a major information resource for the
library community, and has developed the first Azerbaijani-language electronic library with over 80 classic
Azerbaijani texts, both in Cyrillic and Latin scripts.

USAID Training Programs: In FY 2000, USAID trained over 1,300 Azerbaijani citizens in a variety of topics
related to economic restructuring, democratic transition and social stabilization: approximately 100 of them
through U.S.-based programs, 70 in third-country programs and over 1,100 in in-country programs. (Please see
USAID — Global Training for Development (GTD) Project section in Part Ill of this report.)

U.S. Department of Commerce — Special American Business Internship Training (SABIT) Program: In FY
2000, SABIT provided short-term training to four Azerbaijani entrepreneurs to familiarize them with U.S.

business practices, management, and technology. Some twenty Azerbaijani entrepreneurs have participated in
the SABIT Program since 1992. In FY 2001, SABIT programs will focus on such topics as accounting, women

in the apparel industry, and offshore oil-spill clean-up. (Please see U.S. Department of Commerce — SABIT
Program section in Part Il of this report.)

U.S. Department of Agriculture — Cochran Fellowship Program: In FY 2000, the Cochran Program provided
short-term training to nine Azerbaijani agriculturalists. (Please see U.S. Department of Agriculture — Cochran
Fellowship Program section in Part Ill of this report.)

Trade and Investment Programs

U.S. Export-Import Bank: In FY 2000, Eximbank provided a $121 million loan guarantee for the purchase of
two Boeing 757 aircraft to Azerbaijan's state airline, AZAL. The first of the two aircraft was delivered to
Azerbaijan in October 2000.

U.S. Trade and Development Agency (TDA): In FY 2000, TDA conducted two definitional missions to
Azerbaijan. A TDA disaster preparedness mission trained various Azerbaijani Government agencies in
cooperative efforts for managing natural disasters. The second mission was part of an ongoing study on
construction of a multi-purpose seismic and environmental monitoring system ($253,000); TDA also funded
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feasibility studies on establishing an International Finance Corporation (IFC)-backed investment fund to support
the co-production of oilfield equipment in Azerbaijan ($175,000) and on the construction of a complex to
produce caustic soda, chlorine and other chemicals ($400,000). TDA is providing partial funding ($375,000) for
a construction study of a cardiovascular center in Baku. TDA has also approved partial funding for two
additional projects: a study of jet and diesel fuel improvements and naphthenic waste recovery at the Baku
Refinery ($500,000); and a study of Azerbaijan's gas sector ($425,000). In FY 2000, TDA also invited several
Azerbaijani health care professionals to a TDA-sponsored Central Asia/Caucasus regional health care
symposium in Tashkent, Uzbekistan, where participants had an opportunity to meet with U.S. health care firms.
In October 2000, five Azerbaijani entrepreneurs traveled to the United States on an orientation mission to meet
with U.S. agribusinesses, and eight Azerbaijani entrepreneurs traveled to the United States on an orientation
mission to meet with U.S. construction firms.

Security Programs

In FY 2000, the U.S. Government continued to expand its security assistance activities with Azerbaijan. The
risk of proliferation of weapons of mass destruction (WMD) and associated delivery systems, dual-use weapons,
materials, technologies and expertise in or through Azerbaijan remains a serious concern. By intercepting such
shipments, the Government of Azerbaijan demonstrated that it takes these issues seriously, and in response,
U.S. Government agencies began to expand nonproliferation cooperation with Azerbaijan.

The U.S. Department of Defense (DoD) worked with the U.S. Department of State to significantly increase U.S.
military -to-military contacts with Azerbaijan’s Ministry of Defense (MOD), while complying with Section 907
constraints on U.S. assistance to the Government of Azerbaijan. U.S. European Command (EUCOM) traveling
contact teams visited Baku to provide instruction on topics such as civilian control of the military, and Azerbaijani
MOD officials participated in training courses at DoD’s Marshall Center in Germany.

U.S. Department of State — Export Control and Related Border Security (EXBS) Program: In FY 2000, the
State Department expanded its cooperation with Azerbaijan under the EXBS Program. A number of EXBS
training sessions and equipment deliveries were undertaken. In November 1999, four Azerbaijani Government
officials traveled to Thilisi, Georgia, for a regional workshop on export controls. In March 2000, the State
Department funded the travel of a five-person delegation headed by Azerbaijan’s Border Guard Commander to
the United States to meet with U.S. Coast Guard officials and other maritime border enforcement experts. In
April 2000, a four-person delegation traveled to the Lawrence Livermore Nuclear Laboratory in California to
participate in a Caucasus regional workshop on nuclear export controls. Also in April 2000, the State
Department funded the travel of a U.S. Coast Guard mobile training team to Baku to conduct a technical
assessment and provide training to maritime border enforcement officials. Azerbaijan's maritime region has
enormous potential for both legitimate and illegal commerce, but the Azerbaijani Government agencies
responsible for maritime law enforcement are sorely in need of resources to conduct surveillance and boardings
in the Caspian Sea and provide port security in Baku. In August 2000, the State Department funded the
installation of portal monitors on Azerbaijan’s northern border. Other FY 2000 activities included the provision of
surplus portable radar equipment, global positioning systems (GPS), and depth-finder equipment to Azerbaijan’s
Maritime Border Guards. In October 2000, a U.S. Coast Guard mobile training team conducted a technical
assessment and provided training to maritime border enforcement officials in Baku.

U.S. Defense Department (DoD)/U.S. Customs Service Counter-Proliferation Program: Following the
August 1999 transfer of an x-ray van to Azerbaijan’s State Customs Committee, the U.S. Government
conducted weapons-of-mass-destruction counter-proliferation training at the International Law Enforcement
Academy (ILEA) in Budapest, Hungary, in November 1999 for a total of 40 Azerbaijani Government officials,
funded by the U.S. Defense Department (DoD)/U.S. Customs Service Counter-Proliferation Program. In
addition, in May 2000, the DoD/Customs Counter-Proliferation Program funded a training course in Baku.

Other Nonproliferation Programs: Azerbaijan is applying to become a member of the State Department-
supported Science and Technology Center in Ukraine (STCU), which provides former Soviet weapons scientists
with opportunities to work on peaceful civilian research projects to help reduce temptations to sell their expertise
to countries of proliferation concern. In FY 2000, the U.S. Government also encouraged the participation of
Azerbaijani former weapons scientists in peaceful research projects supported by the U.S. Civilian Research
and Development Foundation (CRDF).
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Demining Initiative: As part of the Beecroft Demining Initiative begun in FY 2000 and concluded in early FY
2001, the U.S. Department of Defense sponsored the participation of 15 Azerbaijanis in demining training
conducted in Georgia for troops from Azerbaijan, Armenia and Georgia, and provided demining equipment to
the program’s participants.

Cross-Sectoral Programs

Eurasia Foundation: In FY 2000, the Eurasia Foundation’s major accomplishment in Azerbaijan was the
creation of an independent grant-making country office in Baku, and the resulting transition from a regional
Caucasus program that includes Azerbaijan to a full country program for Azerbaijan. The creation of the new
office will provide a solid platform for significant increases in the Foundation’s grant commitments in FY 2001
and beyond. With support from USAID, the Eurasia Foundation’s field office in Baku awarded six grants totaling
over $118,000 in FY 2000 to Azerbaijani NGOs working to support civil society-building, private enterprise
development and public administration and policy. In particular, the Foundation has been promoting the
development of professional and business associations in Azerbaijan, among them an indigenous press
association that has been working with the National Assembly to reform the country's media law. To help
overcome the political and economic obstacles to regional integration, the Eurasia Foundation’s South
Caucasus office has created the Southern Caucasus Cooperation Project (SCCP), a program designed to
facilitate greater contact and cooperation among leading organizations in Armenia, Azerbaijan and Georgia. In
FY 2000, the SCCP supported cross-border projects in areas such as business development, legal reform, civil-
society building, and public administration, awarding 57 grants totaling over $27,700, of which almost $8,200
was provided to Azerbaijan-based NGOs working in the region. SCCP has awarded grants to encourage
cooperation in the development of civil-rights advocacy groups in the South Caucasus region, to create a
database on laws and normative acts on civil rights and business in the region, and to encourage regional
cooperation among NGOs and independent media outlets.

Programs Promoting the Objectives of the Silk Road Strategy Act (SRSA) of 1999

In FY 2000, a number of U.S. Government-funded assistance programs contributed to the objectives laid out in
the SRSA: promoting reconciliation and recovery from regional conflicts; fostering economic growth and
development; promoting infrastructure development; increasing border control capabilities; and promoting
democracy, tolerance, and the development of civil society. Please see the above sections for numerous
examples of programs that contributed to one or more of these objectives.

Preview of FY 2001 Programs

In FY 2001, the U.S. Government plans to reduce the amount of assistance solely devoted to meeting the basic
needs of internally displaced persons (IDPs) and refugees, and to focus increasingly on private-sector
development, with a particular emphasis on job and income creation, and on rural areas that have not benefited
from oil and gas development, which is primarily concentrated in the capital city of Baku and its immediate
environs. Specific areas of focus will include finding solutions to economic development constraints such as
limited credit availability, and improving business management capabilities, market development, and product
diversification. The U.S. Government will continue to strengthen the capabilities of Azerbaijan’s growing NGO
community, which is taking on greater responsibility in addressing social and economic issues. The U.S.
Government will also continue to support activities aimed at improving the quality and responsiveness of
Azerbaijan’s independent print and broadcast media, and in particular, their ability to report political, economic
and social news and events in an informative and unbiased manner. The U.S. Government will seek to promote
democratic governance and improve the circumstances for expanding basic human rights and civil liberties in
Azerbaijan.

Under the Export Control and Related Border Security (EXBS) Program, the U.S. Department of State is posting
a permanent resident program advisor to the U.S. Embassy in Baku who will oversee the implementation of
State Department-funded nonproliferation assistance programs in Azerbaijan. A long-term U.S. Coast Guard
(USCG) advisor also will be assigned to the Embassy in March 2001 under the EXBS advisor to help
Azerbaijan’s Maritime Border Guards make the best use of assistance provided under the EXBS Program. The
maritime advisor will facilitate the delivery of two 48-foot patrol boats to Azerbaijan in spring 2001 and the
provision of extensive USCG training to help the Maritime Border Guards develop the capability to operate the
vessels for nonproliferation and export control operations.
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BELARUS
Political Overview

In FY 2000, political conditions in Belarus continued to be marked by the capricious application of authoritarian
laws and regulations; and sustained harassment of opposition political parties, opposition figures, non-
governmental organizations (NGOs), and the independent press. Rule by presidential decree continued to
extend to all aspects of Belarusian society, without any effective checks from the legislative or judicial branches.
Belarus’s state security services continued to use force, administrative sanctions, and re-registration
requirements to intimidate and threaten opposition parties and independent elements of civil society. Most
opposition parties boycotted the October 2000 parliamentary elections, which did not meet international
standards for free and fair elections, and they remained committed to challenging the Belarusian Government's
polices. Opinion polls showed a continuing erosion of support for head of state Lukashenko. Presidential
elections are due to be held in 2001.

Economic Overview

The economic system in Belarus is characterized by abuse of property rights, and arbitrary centralized
economic management. Presidential Decree Number 40, which was promulgated in 1999 and through which
Lukashenko granted himself the power to confiscate any property without due process or compensation,
continues to stifle economic activity. In FY 2000, the authorities continued to direct lending from Belarus’s
commercial banks to the country’s highly indebted agricultural sector, thereby further distorting the balance
sheet of Belarus’s banking sector. The authorities continued to claim that the Belarusian economy grew at a
healthy real rate, although this claim disregarded stagnating living standards, high inflation, the fiscal deficit, and
the country’s dependence on sizeable Russian subsidies to avoid insolvency. The authorities continued to
promote the idea of a union with Russia, including monetary union, and drew attention to the introduction of a
unified exchange rate, but avoided the fiscal, legal and structural reforms needed to make such a union
possible.

Overview of U.S. Government Assistance

In FY 2000, the U.S. Government provided an estimated $24.32 million in assistance to Belarus, including $8.70
million in FREEDOM Support Act (FSA) assistance, $900,000 in Educational and Cultural Exchanges (ECE)
funds, and $14.72 million in U.S. Defense Department excess and privately donated humanitarian commodities.
Assistance to Belarus continues to be subject to the U.S. Government’s policy of selective engagement with the
Government of Belarus, a policy adopted after the illegal constitutional referendum of November 1996, through
which Lukashenko extended his term of office and brought about the dissolution of Belarus’s legitimate
parliament. Under the policy of selective engagement, hardly any bilateral assistance is channeled through the
Government of Belarus, except for humanitarian assistance and programs involving state-run educational
institutions. Virtually all U.S. Government assistance to Belarus is targeted at the country’s non-governmental
sector, particularly those NGOs that are working to promote the development of civil society and the free flow of
information.

In FY 2000, the U.S. Government’s assistance strategy for Belarus was focused on promoting the growth of civil
society, especially in the country’s regions, and on encouraging Belarusian citizens to seek non-governmental
solutions to their issues of concern, rather than relying solely on the government. U.S. Government-funded
assistance programs sought to increase awareness of citizen participation as an alternative to governmental
action. To this end, the U.S. Government provided support to Belarusian community-level groups that, despite
harassment by the authorities, continue to promote democracy and market-based economics in Belarus. The
U.S. Government also sought to counteract the Belarusian Government’s efforts to limit the free flow of
information in Belarus, providing small grants, legal aid, Internet access and other essential services to
Belarus’s besieged independent press, and continued to help encourage the development of small-scale private
enterprise.
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Training and Exchange Programs

Since FY 1993, U.S. Government-funded exchange programs have brought over 2,000 Belarusian citizens to
the United States for short-term professional or long-term academic training, including some 270 in FY 2000
alone. These programs are giving reform-oriented Belarusians an opportunity to develop their skills and
establish contacts with U.S. counterparts.

U.S. Department of State — Public Diplomacy Exchanges: In FY 2000, academic and professional exchange
programs administered by the U.S. Embassy’s Public Affairs Section in collaboration with the Bureau of
Educational and Cultural Affairs (ECA) continued to be a key component of U.S. Government-funded assistance
to Belarus. Over 250 Belarusians traveled to the United States under the ECA Bureau’s academic and
professional exchange programs. The Community Connections Program, launched in Belarus in 1997, provides
community-based U.S. internships for Belarusian entrepreneurs and NGO leaders. A total of 100 people from
five cities in Belarus traveled to the United States for short-term professional training under this program in FY
2000. The Public Affairs Section also sent groups of Belarusians to the United States for professional training in
areas such as education, intellectual property rights, book publishing and political campaigns. In addition, the
Public Affairs Section brought U.S. specialists from various disciplines to Belarus to give lectures and consult
with local counterparts: for example, one specialist advised various groups of professionals who deal with
intellectual property rights (IPR) about the differences between U.S. and Belarusian IPR laws.

Crossborder Business Training: In FY 2000, as part of the U.S. Government’s Northern European Initiative
(NEI), USAID initiated a training program conducted by the Management Training Center in Panevezys,
Lithuania, for entrepreneurs from Kaliningrad (Russia), Belarus and Lithuania. This program, which seeks to
promote cross-border cooperation among the states of the Baltic Sea region, gives entrepreneurs from Belarus
an opportunity to gain knowledge in practical business principles and to network with their counterparts from
Lithuania and Kaliningrad. During August 2000-September 2001, approximately 200 participants from
Kaliningrad and Belarus will be trained in business and business support topics in Panevezys. With support
from the Lithuanian Embassy in Minsk, a total of 75 Belarusian entrepreneurs have been selected to participate
in the program. There will be a total of eight training sessions, each of which will accommodate 25 participants.

Democracy Programs

Democracy Fund Small Grants Program: In FY 2000, the U.S. Embassy’s Democracy Commission awarded
over 100 grants totaling approximately $1.6 million in support of print and electronic media, independent trade
unions, youth and women's groups, human rights groups and other democratically oriented organizations. This
brings the cumulative number of Democracy Commission grants to over 220 since 1997. Although Democracy
Commission grants are limited in size (individual grants do not exceed $24,000, with most falling between
$5,000 and $15,000), they have proven to be a very effective vehicle for supporting pro-reform segments of
Belarusian society, especially at the local level. Democracy Commission grants made it possible for many small
local newspapers and other media outlets to continue or expand their outreach with news and analysis not
available through national channels. These grants also helped provide a range of alternative information

sources to citizens during the parliamentary elections. Democracy Commission grants also supported NGOs'’
efforts to explain legal rights and provide information and counseling on legal issues through workshops,
brochures, bulletins and clinics throughout Belarus’s regions.

USAID Political Party Development Programs: In FY 2000, for the first time in Belarus, the International
Republican Institute (IRI) and the National Demaocratic Institute (NDI) conducted in-country training on party- and
coalition-building and on strengthening political skills for democratically oriented organizations, party leaders
and activists. IRl and NDI had previously conducted such training activities outside of Belarus. Seminars for
members of the regional branches of the Belarusian Popular Front, United Civic Party and Belarusian Social-
Democratic Party were conducted in Vitebsk, Mogilev, Grodno and Brest. These regional seminars were
designed to help Belarus’s pro-reform parties build a strong grassroots base and to coordinate coalition-building
activities between parties at the local level and between local and national party organizations. Both IRl and
NDI initiated regular coordination meetings with the Organization for Security Cooperation in Europe (OSCE)
Advisory and Monitoring Group (AMG) in Belarus to improve cooperation among all donors assisting
democratically oriented organizations in Belarus. As a result of its cooperation with the AMG, IRI began helping
the Belarusian Initiative Center (BIC), a democratic party organization, to conduct seminars on political
participation and campaigning, and open six regional offices to increase the coordination of activities of

32



democratic political parties in the regions. In FY 2001, IRl and NDI will continue to conduct in-country
workshops, and will implement programs that bring to bear the Central and Eastern European countries’
experience in the area of political party-building.

USAID Support for Independent Print Media: The ProMedia Il Program implemented by the International
Research and Exchanges Board (IREX) offers technical and legal assistance to Belarus’s independent media,
especially in the regions outside Minsk. During FY 2000, IREX worked directly with 32 newspapers with a
combined total circulation of 532,000. Although the long-term goal of IREX’s efforts is to increase the
sustainability of independent media in Belarus by focusing on issues related to economic viability, IREX has
adapted its Belarus activities to address the extremely adverse working environment for independent media. In
FY 2000, IREX began providing direct assistance in the form of small grants to four independent newspapers in
need of immediate help. In response to harassment of independent newspapers by tax authorities, IREX
focused on updating and strengthening the independent newspapers’ financial accounting capabilities. IREX
also continued to provide independent journalists with critical professional services and training, including
access to the Internet and electronic mail, a professional photo service, and technical advice. An IREX-funded
market survey on the status of media and readership preferences in March 2000 gave independent print media
a valuable tool for increasing their circulation. These services have helped Minsk-based and regional papers to
greatly improve their quality. In addition to working with journalists, IREX also monitored Belarusian authorities’
restrictions on and harassment of the free press, and helped journalists defend their rights by providing them
with legal advice. In FY 2000, the Belarusian Government stepped up its attacks on the independent press by
increasing the frequency of arbitrary notifications to close newspapers, ostensibly for violating the Law on the
Press. As a result of assistance provided by IREX’s legal defense team, five independent newspapers were
able to continue publication. Three regional newspapers ran into tax troubles with their grants, but after IREX’'s
intervention, the tax authorities settled for a symbolic amount in two of the cases and were defeated in court in
the third case. In FY 2001, IREX will concentrate on building up its team of lawyers trained in media law to
improve the overall legal climate for the independent press and to bolster the local capacity to defend against
harassment by the authorities.

USAID Support for Independent Television: Under a subcontract through IREX’s ProMedia Il Program,
Internews initiated an independent television support project with the Belarusian Television Network, a network
of 20 independent regional television stations. The project’s goals are to provide independent television
journalists with services and training to improve their ability to produce objective, fact-based news programming,
and to support a regional hews exchange program, which was initiated at the end of September. Internews
conducted training and seminars on television journalism, news production and newsroom management; and
provided on-site consultations for the TV companies' directors. Further U.S. Government support to these
independent television stations will depend on their ability to broadcast objective information without getting shut
down by authorities.

Support for Independent Radio Broadcasting: In FY 2000, the U.S. Government and other donors began
providing assistance to newly established radio stations located outside of Belarus whose target audiences are
Belarusian communities living in neighboring countries. Since these radio stations can also be heard in Belarus,
they are the only truly independent electronic source of Belarusian-language news and information available to
the citizens of Belarus.

USAID Rule of Law Programs: When it was began operations in Belarus in 1992, the American Bar
Association’s USAID-funded Central and Eastern European Law Initiative (ABA/CEELI) focused on reforming
legal education, the legal profession and the judiciary. However, due to implementation of the U.S.
Government’s Selective Engagement policy and because Belarusian Government institutions have not been
willing to institute reforms, ABA/CEELI has shifted its attention to promoting human rights and freedoms,
strengthening law-related NGOs, and educating average Belarusian citizens about their rights under Belarusian
law. ABA/CEELI has been working with lawyers from 22 legal advice centers run by independent trade unions
and NGOs to improve the quality and increase the availability of free legal advice to the population. In FY 2000,
ABA/CEELI also continued its highly successful Street Law Program, educating more than 2,000 participants
about their basic rights. With ABA/CEELI's support, young lawyers and law students conducted lectures and
interactive seminars on constitutional and human rights, international standards, administrative detention and
domestic violence in all of Belarus’s regions, including the most remote areas. ABA/CEELI also continued to
sponsor a series of law seminars for the Free Trade Union of Belarus designed to educate workers on the
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principles of the independent trade union movement, employment and human rights law, and the protection of
employee rights and freedoms.

USAID Support for NGO Development: The USAID-funded Counterpart Alliance for Partnership (CAP) aims
to promote civil society development in Belarus by providing assistance to local NGOs. In FY 2000, CAP
worked to increase the effectiveness of Belarusian NGOs by providing them with small grants and training in
governance, social marketing, organizational development, coalition building and strategic planning. CAP
devoted approximately half of its USAID funding to program activities such as roundtables, seminars,
workshops, and cross-border exchanges, and one third to small grants for Belarusian NGOs. In FY 2000, CAP
expanded its activities in the legal sphere, providing legal support and education to strengthen the capacity of its
Belarusian NGO partners to protect their own rights. CAP worked with the International Center for Not-for-Profit
Law (ICNL) to initiate a dialogue between NGOs and Belarusian Government officials, opening the door for
greater NGO involvement in legislative drafting in the future. CAP helped Belarusian NGOs broaden their local
constituencies and undertake advocacy efforts to strengthen citizens' influence on the political process.

Economic Development Programs

USAID Support for Small-Scale Privatization: From April 1993 to May 2000, with USAID assistance, the
International Finance Corporation (IFC) fostered the development of small private businesses in the retail trade
and food catering sectors, in which 70 percent and 51 percent of all municipally owned enterprises were
privatized, respectively. Compared with start-up businesses, these privatized businesses proved to be much
more resilient to Belarus’s unfavorable economic conditions. Over the project’s life, 95 percent of the
businesses privatized with IFC’s assistance remained operational. During FY 2000, 60 IFC-conducted auctions
of municipally owned property in 27 cities and districts throughout Belarus resulted in the privatization of 146
enterprises and generated almost $2.2 million in revenues. In addition, IFC helped implement ten employee
buy-outs of municipal enterprises, which produced revenues of over $528,000. In addition, IFC trained city and
district specialists in small-scale privatization issues and helped create 13 condominium homeowners'
associations, while developing sample documents for the creation of a Union of Condominium Homeowners'
Associations. However, in early FY 2000, a further slowdown in the pace of privatization occurred, reflecting a
lack of political will on the part of the Belarusian authorities to complete the privatization process.
Simultaneously, the business environment in Belarus deteriorated to the extent that it posed a serious risk to the
very survival of the small business sector. Under these circumstances, the continuation of the IFC’s
privatization efforts could no longer be justified, and the IFC redirected its efforts towards providing assistance to
small and medium-sized enterprises (SMES), so as to preserve the gains that had been made to date. In May
2000, the IFC’s Small-Scale Privatization Project was completed, and in June 2000 the IFC’'s SME Development
Project was launched. During FY 2000, the IFC conducted 117 informational and educational events on SME
development and privatization, business planning and cost management for entrepreneurs and start-ups, which
attracted almost 6,300 participants. In addition, a hotline service established by the IFC and its Belarusian
partner organizations in all oblast (regional) capitals provided almost 1,900 consultations on business-related
issues to private business owners and market vendors.

USAID Support for Women Entrepreneurs: The Women's Economic Empowerment Program implemented
by Winrock International and Agricultural Cooperative Development/Volunteers in Overseas Cooperative
Assistance (ACDI/VOCA) provides support to women's business initiatives, with the goal of empowering women
to take more control over their personal and economic situation. Due to the restrictive and stagnating business
environment in Belarus in FY 2000, the project concentrated on offering educational and informational programs
and activities to help develop leadership and managerial skills of women in NGOs. A team of experienced
Belarusian trainers conducted training sessions for 24 groups of women, upon the completion of which 10
community action micro-projects were funded to help the women become involved in community activities in
which they could apply their newly acquired knowledge in a practical setting.

USAID Support for Agribusiness Development: In FY 2000, the Citizens’ Network for Foreign Affairs (CNFA)
initiated a USAID-funded agribusiness volunteer program geared towards helping Belarusian private farmers

and agribusiness entrepreneurs to overcome their country’s adverse economic conditions and become role
models for other entrepreneurs. CNFA worked towards this goal by strengthening the organizational capacity of
the Belarusian Farmers’ Union and its regional affiliates, supporting the development of grassroots private
farmers, and linking promising private farmers with Western agribusinesses. CNFA organized a series of
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workshops on development of private farmers’ cooperatives and brought in three U.S. volunteers to provide
technical assistance to Belarusian private farmers.

Western NIS Enterprise Fund (WNISEF): WNISEF runs a small and medium-sized enterprise (SME) credit
and capital investment program in Ukraine, Moldova and Belarus. However, because of the restrictive
environment for private SMEs in Belarus, WNISEF did not have any active credit and investment projects in
Belarus in FY 2000. WNISEF's representative office monitored the regulatory framework for private economic
activities in Belarus, as well as the country’s general economic situation.

Social-Sector and Humanitarian Assistance Programs

USAID Health Partnerships: USAID-funded health partnerships implemented by the American International
Health Alliance (AIHA) were directed at community-based health promotion to encourage citizens to become
more actively engaged in their own health and health-care decisions. As a result of partnerships between
Belarusian hospitals and polyclinics and two U.S. health institutions—the New Jersey-based Robert Wood
Johnson Health Center and the University of Massachusetts-Worcester Medical School—several new facilities
were opened during FY 2000. An Emergency Medical Service (EMS) Training Center was opened in Minsk in
February 2000. The Center is fully equipped with state-of-the-art multimedia instructional resources and EMS
training equipment. Six specialists from the newly opened Center received advanced EMS training and
participated in a train-the-trainer course at the University of Massachusetts Medical School. In April 2000, a
Women's Wellness Center was opened in Mozyr, Gomel Oblast (Region). In addition to primary health-care
services, the Center supports educational programs focused on reproductive health, health promotion and
disease prevention, and a range of women's health issues. In addition, a Cardiovascular Disease Prevention
Wellness Center was opened in Minsk in October 2000, with an associated Resource Learning Center, which
links Belarusian medical professionals with their counterparts all around the world through the Internet. In all,
these partnerships sponsored seven exchange visits between the United States and Belarus in FY 2000. The
Belarusian authorities provided in-kind contributions such as facilities, renovations and salaries to all of the
partnership projects.

U.S. Department of State — Operation Provide Hope: In FY 2000, the Humanitarian Programs Division of the
Office of the Coordinator of U.S. Assistance to the NIS transported approximately $14.72 million in privately
donated and U.S. Defense Department excess humanitarian commaodities to Belarus at a cost of approximately
$620,000 to the U.S. Government. The primary U.S. private voluntary organization (PVO) involved in this effort
was CitiHope.

Counterpart Humanitarian Assistance Program: With USAID support, the Counterpart Humanitarian
Assistance Program (CHAP) delivered and distributed $2.8 million in humanitarian commodities to Belarusian
NGOs—the equivalent of over 18 forty-foot containers. In FY 2000, CHAP coordinated its efforts with
Counterpart’s NGO Development Program and worked more closely with Belarusian NGOs to provide
commodities that enhanced the effectiveness and visibility of the community-focused projects being
implemented by these NGOs. CHAP’s new approach helped Belarusian NGOs play a more important role in
such areas as social services, humanitarian relief and health, especially in Belarus’s rural areas.

Security Programs

As it has for the past several years, Belarus remained ineligible to receive U.S. Government-funded security-
related assistance in FY 2000. Beginning in February 1997, the President of the United States de-certified
Belarus under the U.S. Defense Department's Cooperative Threat Reduction (CTR) Program due to its poor
record on human rights, resulting in the suspension and reallocation to other countries of unobligated CTR funds
originally intended for Belarus.

Cross-Sectoral Programs

Eurasia Foundation: In FY 2000, due to an ongoing investigation of alleged improper handling of grant funds
at its Regional Office in Kiev, Ukraine, the Eurasia Foundation made no new grants in Belarus.
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Preview of FY 2001 Programs

The U.S. Embassy in Minsk is conducting a thorough policy review to maximize the impact of the U.S.
Government's democratic and economic reform programs in Belarus, and is enhancing coordination with other
donors. In FY 2001, the U.S. Government will focus on providing assistance in support of a free, fair and
democratic presidential election process, including increased access to information through independent media,
as well as legal defense networks. In addition, USAID will expand its NGO development activities to help
environmental NGOs build public awareness about environmental issues. Projects will focus on NGO
development and sustainability, work with the media, environmental education and environmental law.

GEORGIA
Political and Economic Overview

The civil war and separatist conflicts that broke out after Georgia's 1991 declaration of independence and
resulted in the Georgian Government’s loss of control over Abkhazia and the Tskhinvali region (South Ossetia)
remained unresolved in FY 2000. Largely because of these two unresolved conflicts, Georgia’s 1995
constitution is silent on the question of local and regional governments’ administrative structure and relations to
the central government. The central government’s authority is also limited in the autonomous, but not
separatist, region of Ajara. The April 2000 presidential election was marred by irregularities, according to
international observers. Local elections, which were held for the first time in 1998, are scheduled again for fall
2001. Georgia has made significant progress in passing democratic reform-oriented legislation, but
implementation has been slow. The country still has serious human rights problems, especially police
misconduct and harassment of non-traditional religious groups. However, despite these continuing problems,
Georgia enjoys a lively free press, and its laws are among the region’s most compliant with Council of Europe
(COE) and World Trade Organization (WTO) norms. Although public cynicism, apathy and disillusionment with
the rhetoric of democratic reform are widespread, public debate on the issues of corruption, human rights and
democracy is spirited.

Agriculture accounts for some 30 percent of Georgia’s GDP, and key exports include scrap metal, manganese,
wine, bottled mineral water and agricultural products. However, living standards have declined sharply in
Georgia since the country gained its independence, and this past year was no exception, despite a small upturn
in GDP during calendar year 2000. Estimates of Georgia’s per capita GDP in 1999 ranged from $500 to $600.
Eastern Georgia suffered a severe drought in 2000. Nevertheless, the Georgian Government’'s monetary policy
continued to be tight and the exchange rate for Georgia’s national currency, the lari, continued to be stable.
However, Georgia experienced a growing fiscal deficit, as revenue collection continued to be very slow.

Overview of U.S. Government Assistance

In FY 2000, the U.S. Government provided an estimated $149.56 million in assistance to Georgia, including
$108.64 million in FREEDOM Support Act assistance, $15.33 million in other U.S. Government assistance, and
$25.59 million in U.S. Defense Department excess and privately donated humanitarian commodities. Included
in the overall U.S. Government contribution was 35,000 metric tons of wheat provided by the U.S. Department
of Agriculture (USDA) to the Government of Georgia under USDA'’s Section 416(b) Program. U.S. Government-
funded assistance programs supported economic restructuring, energy-sector reform, democracy-building, the
enhancement of Georgia's capability to control its borders and the creation of a military that can meet Georgia’s
security needs. In FY 2000, the U.S. and Georgian Governments agreed to a Four-Point Program to help
concentrate resources and attention on key economic and government reform priorities. The Four-Point
Program, which is a successor to the successful Five-Point Program initiated in FY 1999, stresses anti-
corruption efforts, tax and revenue enhancement, budgetary reform, and civil service reform.

Security and Regional Stability Programs
Border Security and Law Enforcement (BSLE) Assistance Program: The BSLE Program is the largest
single U.S. Government-funded assistance program in Georgia. In FY 2000, assistance provided under this

program totaled $20 million. The outbreak of new hostilities in neighboring Chechnya, and the continuing threat
that one or both of the warring sides would conduct operations on the Georgian side of the border, made the
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BSLE Program even more vital to Georgia’s sovereignty and territorial integrity in FY 2000. U.S. Government-
funded assistance is crucial to the Georgian Border Guards’ ability to control Georgia’s borders, deter cross-
border operations by either warring side and to cooperate with OSCE border monitors. BSLE-supplied radios,
remote sensors, winter uniforms, arctic tents and heaters, as well as logistical support for helicopter patrols,
have enabled the Georgian Border Guards to maintain an active presence on the Georgian-Russian border.
BSLE assistance to Georgia's Border Guards in FY 2000 included: two Mi-8 border patrol helicopters, one fixed-
wing aircraft, uniforms, patrol vehicles, bullet-proof vests, and radio communications equipment for border-
control uses that will be installed along Georgia’s borders in phases over the next two to three years. Georgia’s
Coast Guard, which is a part of the Border Guard Service, received BSLE-funded generators and supplies,
uniforms, ship repair and maintenance services, and language training. In addition, the U.S. Coast Guard
(USCG) provided two full-time USCG advisors who trained their counterparts in port security operations and
vessel boarding. Also under the BSLE Program, the U.S. Customs Service and the U.S. Drug Enforcement
Administration (DEA) trained the Georgian Customs Department and the Border Guards on how to identify
narcotics and test suspicious materials using drug test kits provided by the U.S. Government. The U.S.
Government provided the Georgian Customs Department with new uniforms, contraband enforcement training,
training on how to detect smuggled materials or weapons of mass destruction, and surveillance equipment that
will allow the Customs Department to monitor cargo going in or out of Georgia through the Red Bridge border
crossing with Azerbaijan and the Port of Poti. The U.S. Coast Guard also trained the Georgian Border Guards
on the use of the U.S. Government-funded radar system installed at Supsa, which is now alerting Georgian
authorities of any ships entering restricted areas and of any potential threats to the flow of oil. In addition to the
above-mentioned BSLE programs, the U.S. Embassy’s Public Affairs Section collaborated with the International
Organization for Migration (IOM) to develop an International Visitor (IV) program for six members of the
Georgian Border Guard’'s Immigration Department. (See also BSLE section under Security Programs in Part llI
of this report.)

Georgia Military Relocation: At the Istanbul OSCE Summit in November 1999, Russia and Georgia agreed to
a series of steps that were subsequently incorporated into the Final Act of the Conventional Forces in Europe
(CFE) Treaty. In the Final Act, Russia committed to reduce the levels of its treaty-limited equipment (TLE) in
Georgia to much lower specified levels, and to withdraw all TLE from three politically sensitive facilities by no
later than December 31, 2000. Russia also agreed to disband and withdraw two of its bases in Georgia
(Gudauta in separatist Abkhazia, and Vaziani near the capital) by July 1, 2001. In addition, both Georgia and
Russia agreed to complete negotiations regarding the status and duration of remaining Russian bases (Batumi
and Akhalkalaki) during the year 2000. In FY 2000, the U.S. Government committed up to $10 million to
facilitate the withdrawal of Russian forces from Georgia. The final stage of TLE withdrawal occurred in early
December 2000 from the Gudauta base in Abkhazia. This completed Phase | of the withdrawal schedule as
agreed by the Russians and Georgians. In all, the Russians withdrew 35 tanks, 313 armored combat vehicles
(ACVs), and 27 artillery pieces, and destroyed 24 tanks, 90 ACVs and two artillery pieces, fulfilling the first
phase of the Georgian-Russian agreement reached in Istanbul. In concrete terms, this means over one half of
the Russian TLE that was on Georgian territory a year ago, at the time of the Istanbul OSCE Summit, has now
been withdrawn or destroyed. With the exception of the withdrawal of 76 ACVs from Georgia to Armenia, all
equipment withdrawal and destruction was observed by U.S.-led multinational teams, which was a prerequisite
for potential U.S. Government reimbursement of certain withdrawal and destruction costs. U.S. Government
reimbursement will be provided under the Military Relocation Program based on validated costs, once Russia
formally accepts the U.S. Implementation Proposal for Reimbursement Arrangements and affirms by diplomatic
note that this assistance is covered under the U.S.-Russia 1992 Umbrella Assistance Agreement. (The U.S.
Government indicated to the Russian Government that while it would reimburse costs associated with
withdrawal of military equipment to Russia, it would not do so for relocation of such equipment to Armenia.)
Negotiations continue on commitments regarding the details of the future of the Russian bases at Gudauta and
Vaziani and the duration of the Russian military presence at the remaining bases in Batumi and Akhalkalaki.

International Science and Technology Center (ISTC): Georgia is an active member of the multilateral
International Science and Technology Center (ISTC) in Moscow, and a number of former Soviet weapons
scientists in Georgia are working on ISTC-supported peaceful civilian research projects funded with U.S.
Government contributions. Projects have been funded with scientists at the Georgian Technical University, the
Institute of Cybernetics, the Institute of Stable Isotopes, the Republican Center of Environmental Monitoring, the
State Institute of Economic Relations and Thilisi State University.
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Foreign Military Financing (FMF) / International Military Education and Training (IMET): In FY 2000,
Georgia received $3.0 million in security assistance under the FMF Program, which was used to purchase
communications, individual and other equipment that will increase the capability of Georgian military forces to
participate in NATO Partnership for Peace (PFP) activities. Georgia also received $415,000 in IMET assistance
to send members of the Georgian military to military training courses, professional military education, English
language training, and courses in civil-military relations. Georgian pilots and maintenance technicians continue
to receive English language training and specialty training in the United States to help them operate and
maintain the six UH-1H aircraft that the U.S. Government anticipates delivering to Georgia in summer 2001.

NATO Tour: In FY 2000, the U.S. Embassy’s Public Affairs Section organized another NATO tour for seven
Georgian Government officials. This was the fourth such tour, bringing the total number of Georgian
Government officials and journalists having participated in such programs to 30. The FY 2000 tour took the
Georgian participants to NATO and SHAPE headquarters in Brussels, the International War Crimes Tribunal in
the Hague, and the AWACS base in Geilenkirchen, Germany. The participants held frank discussions on
Georgia’s future participation in Partnership for Peace (PFP) and NATO projects.

Exchanges, Training and Partnership Programs

Since FY 1993, U.S. Government-funded exchange programs have brought over 2,500 Georgian citizens to the
United States for short-term professional or long-term academic training, including some 630 in FY 2000 alone.
These programs give participants an opportunity to develop their skills and establish valuable contacts with U.S.
counterparts.

U.S. Department of State — Public Diplomacy Exchanges: In FY 2000, approximately 360 Georgians
traveled to the United States on professional and academic exchange programs administered by the U.S.
Embassy’s Public Affairs Section in collaboration with the Bureau of Educational and Cultural Affairs (ECA).

Professional Exchange Programs: Since beginning operations in Georgia in 1997, the Community
Connections Program has sent approximately 300 Georgians to the United States for short-term,
community-based internships. The 90 Georgian participants sent in FY 2000 included 50 entrepreneurs and
40 locally elected officials whose program focused on budget and financial issues. The Public Affairs
Section also sent over 40 Georgians to the United States through International Visitor (IV) programs
focusing on a variety of topics in support of the bilateral Four-Point Program described above. For example,
the Public Affairs Section sent two participants to the United States on an IV program focusing on
grassroots democracy that gave them a better understanding of the U.S. democratic form of government
and of citizen involvement in governance. One of the two participants was the Governor of Signagi, a region
in eastern Georgia, who subsequently published articles in the local newspaper about his trip and his
impressions of the United States. He is currently working with a municipal development center to analyze
the local budget and to create reform plans for the development of his region. The Public Affairs Section
also sent the Deputy Chairman of Georgia’s State Television and Radio Corporation on an IV program
focusing on the U.S. presidential election. Upon her return, she incorporated the information gathered from
the trip in a series of segments to be aired on her highly rated Sunday afternoon news/talk show.

Academic Exchange Programs: A total of 50 Georgian high school students studied in U.S. high schools
under the Future Leaders’ Exchange (FLEX) Program, including two students from Abkhazia. In addition,
ten students and two instructors from Batumi and ten students and two instructors from the United States
participated in the Secondary School Exchange Program, which focused mainly on Georgia’s regions and
included two secondary schools from Batumi. A total of 31 students attended U.S. universities under the
FREEDOM Support Act (FSA) Undergraduate Exchange Program, and 29 graduate students traveled to the
United States for one to two-year masters’ and non-degree programs under the Muskie/FSA Graduate
Fellowship Program. Several Muskie Program alumni currently hold influential positions in the Georgian
Government, including the positions of Minister of Justice, Deputy Minister of Foreign Affairs, Deputy
Minister of State Security, and Advisor to the Minister of State Security. In the area of faculty development
and scholarly research, the Public Affairs Section sent 15 Georgians to the United States to strengthen ties
with U.S. universities under several different programs. Three Georgian faculty members studied

economics, linguistics and psychology under the Junior Faculty Development Program, which was
expanded to include Georgia in FY 2000, and 11 Georgians conducted research under the Regional
Scholars and Contemporary Issues Programs in the areas of journalism, public policy, economics, sociology
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and city planning/urban studies. In addition, three Fulbright Scholars from Georgia spent ten months in U.S.
universities studying conflict resolution, education, labor markets in transitional economies, and the
Eurasian transport corridor.

U.S. Department of State — Public Diplomacy Partnerships: The U.S. Embassy’s Public Affairs Section
continued to help the Georgian Institute of Public Administration (GIPA) by supporting GIPA’s partnership with
the U.S.-based National Association of Public Administration (NAPA) and by helping GIPA cover its local
administrative costs. In FY 2000, GIPA implemented comprehensive administrative changes that led to the
election of a strong board of directors and a new provost. The Public Affairs Section also continued to support
the Caucasus School of Business through a three-year university partnership grant between a consortium of
local Georgian institutions and their U.S. partner, Georgia State University. The Caucasus School of Business
also recently underwent administrative restructuring and hired a new dean, as a result of which enroliment is up
by 60 percent, encouraging the School to plan for an expansion of its programs.

USAID Training Programs: In FY 2000, over 2,800 Georgians participated in USAID-funded training programs
in the areas of humanitarian assistance and social transition, economic restructuring, democracy and
governance, and energy and environment. Of this total, approximately 2,400 participated in Georgia-based
training programs, 240 in U.S.-based programs and 240 in third-country programs.

U.S. Department of Commerce (DOC) — Special American Business Internship Training (SABIT)
Program: A total of 17 Georgians participated in the Commerce Department's SABIT program in FY 2000.
(Please see U.S. Department of Commerce — SABIT Program section in Part Ill of this report.)

U.S. Department of Agriculture (USDA) — Cochran Fellowship Program: A total of 18 Georgians
participated in seven different training programs under the Cochran Fellowship Program in FY 2000. (Please
see U.S. Department of Agriculture — Cochran Fellowship Program section in Part Il of this report.)

U.S. Department of State — Georgian-Abkhaz Teachers’ Conference: The U.S. Embassy’s Public Affairs
Section organized a conference in Adler, Russia, for English-language teachers from Abkhazia and the rest of
Georgia. The conference gave the Georgian and Abkhaz teachers an opportunity to meet in a neutral setting to
pursue a common goal. The teachers discussed new methods of teaching and participated in joint cultural
activities. Another such conference is planned for FY 2001.

Economic Restructuring Programs

U.S. Department of the Treasury — Technical Advisors: In FY 2000, the Treasury Department placed three
advisors with the Government of Georgia in the areas of budget policy and management, governmental internal
controls, and tax policy and administration. The advisors worked to strengthen the capacity of their Georgian
counterparts on government finance issues, including budgeting, revenue collection and organizational reform.

USAID Comprehensive Market Reform Program (CMRP): The CMRP consists of five components: (1) tax
and fiscal reform activities to support the establishment of a modern and transparent tax administration; (2)
support for land privatization; (3) support for the privatization of enterprises and telecommunications; (4)
accounting reform activities; and (5) capital market infrastructure development activities. Together, these
programs are designed to create the macro-economic conditions necessary to revitalize Georgia’'s economy.

Tax and Fiscal Reform Program: The main focus of this program is the reorganization of the Tax
Department within Georgia’s newly established Ministry of Revenue. Implementation of this reform effort,
which coincided with the formation of the Ministry in January 2000, calls for restructuring the Tax
Department, downsizing its staff, paying them a living wage, training them, and putting into place a
computerized management information system. The first round of qualification exams for the Department’'s
employees was completed in August 2000. Once a professional staff is in place, USAID will begin a
comprehensive training program, the installation of a tax administration computer system, and the drafting of
a taxpayers’ charter that clarifies the rights and responsibilities of Georgia’s taxpayers.

Land Privatization Program: In FY 2000, USAID provided technical assistance to a landowners’ rights

association that worked with the Georgian Government to accelerate land privatization. The association’s
leader was later elected to parliament, and is now actively promoting land privatization and other
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privatization measures in parliament. Also with USAID support, a legal team was established in the
Georgian Parliament to advise members on key issues related to land markets. Analyses carried out by the
team, as well as the activities of various citizens' groups, were instrumental in establishing the legal
framework necessary for the privatization of commercial and agricultural land in Georgia. USAID technical
assistance also supported surveying, registering and titling of commercial and agricultural land, and has
resulted in more than 6,500 enterprises gaining ownership of their land. There are now more than one
million holders of agricultural land titles in Georgia whose parcels were surveyed, registered and awarded
through USAID’s program. The direct impact of these activities is visible in the land market that has
emerged in Georgia in FY 2000, with a growing number of secondary transactions, including 1,153
registered parcel sales and 25 registered leases. The Land Privatization Program will continue until the
target total of three million land titles has been reached. Starting in FY 2001, the program will take a new
direction by relying on the landowners’ rights association and other Georgian institutions that have benefited
from USAID’s capacity-building efforts to take on more responsibility for implementing the program.

Enterprise and Telecommunications Privatization Assistance: In FY 2000, USAID provided assistance
to the Ministry of State Property Management (MSPM) to meet conditionality targets for the release of the
next funding tranche under Georgia’s World Bank structural adjustment credit (SAC 1ll), while
simultaneously supporting the pre-privatization restructuring of certain state-owned companies. This activity
supports two objectives: speeding up privatization and, to the extent possible, making troubled firms viable
again. This activity has helped the MSPM improve the quality of its tenders through better preparation of
offering materials and better investor searches. The activity also aims to facilitate successful privatization
by supporting good governance and improved financial intermediation. In July 2000, USAID responded to
the appointment of a Telecommunications Commission by providing a team of advisors to help develop the
new commission’s regulatory policy and operational capacity. These advisors, in close coordination with a
team of European Bank for Reconstruction and Development (EBRD) legal advisors, will draft amendments
on licensing, tariffs, interconnectivity and universal service. As a result of this activity, the Georgian
Government is expected to privatize the country’s local and international telecommunications services in FY
2001.

Accounting Reform Programs: In FY 2000, USAID technical assistance continued to support the
conversion of Georgia’'s accounting infrastructure from Soviet accounting standards to International
Accounting Standards (IAS). In addition to supporting a curriculum reform and training program run by the
Association of Certified Charter Accountants (ACCA), USAID has facilitated the establishment of a legal and
regulatory framework, an indigenous audit and accounting association with a charter and accompanying
legal authority to function as a self-regulatory organization (SRO), and two oversight bodies that will have
authority over the accounting profession—the Chamber of Control and the National Securities Commission.
The Georgian Federation of Professional Accountants and Auditors (GFPAA) is one of only two SROs in the
NIS region to be accepted as full members to the International Federation of Accountants and Auditors
(IFAC). A total of 125 accountants and auditors are currently enrolled in the GFPAA’s fourteen-section
English-language ACCA program. The GFPAA and its members will lead the nation in the conversion of
both financial and managerial accounting in industries and businesses throughout Georgia.

Capital Market Development Program: In FY 2000, USAID assistance provided essential support to
Georgia’'s capital market infrastructure, including the National Securities Commission, the Georgian Stock
Exchange (GSE), a depository, eight independent share registrars licensed by the Commission, and 34
licensed brokerage companies. With USAID support, Georgia’s mass privatization program has created
360 private enterprises with 100 shareholders or more, which are eligible for listing on the GSE. More than
210 of these 360 enterprises are listed for trading. In order to comply with Western standards, the five-
member Securities Commission includes two foreign commissioners, who are senior capital market
specialists provided through a USAID grant to the World Bank.

USAID Banking Supervision Reform Program: Since the beginning of FY 2000, USAID, in collaboration with
the International Monetary Fund (IMF), has provided technical assistance to the Bank Supervision Department
of the National Bank of Georgia (NBG). In July 2000, this regulatory advice resulted in the adoption of a new set
of banking regulations consistent with international standards. These regulations will give the NBG’s Bank
Supervision Department the enforcement powers needed to act aggressively against banks that are not in
compliance with Georgia’s banking statutes. USAID also helped the NBG prepare for conversion to 1AS.
Georgia's commercial banks are scheduled to begin the conversion process in January 2001.
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USAID Assistance to Farmers and Agribusinesses: In an effort to assist Georgian farmers and
agribusinesses, USAID supported a seed-enterprise enhancement and development activity having two key
components. First, a functioning seed production system was created with the establishment of a private seed
company—Horizon, Limited—which is the only company supplying quality seed certified by the Georgian
Government. Enlisted by the U.S. Government to provide humanitarian assistance in fall 2000, Horizon was the
only company within Georgia able to provide 140 metric tons of certified, quality wheat seed as part of the U.S.
Government-funded drought relief effort. The activity’s second component was the creation of six regional credit
associations designed to address the demand for rural credit. By pooling resources and avoiding unaffordably
high bank interest rates, the credit association system saw the number of its active clients double in FY 2000.
Reorganized and registered as the National Rural Credit Network, these associations served approximately
1,200 small and medium-sized Georgian agricultural producers and agribusinesses in FY 2000, with a portfolio
of 322 loans totaling over $1.05 million.

USAID Assistance to Small and Medium-Sized Enterprises (SMEs): In FY 2000, USAID initiated the
Georgia Enterprise Support Program (GESP), which provides support to business-service providers and
business associations, addresses legal and regulatory impediments to enterprise development, and helps
enterprises access credit. GESP focuses technical support on the development of Georgia's SME sector in the
regions outside of Thilisi. Through its Caucasus SME Finance Program, USAID provided technical assistance
and training to three Georgian commercial banks—TBC Bank, Thilcombank, and the Bank of Georgia—in order
to better meet SMES’ demand for credit nationwide. USAID also supported the introduction of new financial
products for SMEs through the three Georgian partner banks, including a loan that supports the growth of micro-
enterprises to the SME level of operation, and real estate-based lending products for commercial entities and
households. In addition, USAID facilitated various training opportunities for loan officers, credit committee
members and real estate valuators. As a result of these activities, over $5 million in loans has been disbursed
to over 260 Georgian SMEs, with $3.5 million of that total disbursed to 210 SMEs in FY 2000 alone. In order to
increase private-sector capacity in Georgia, USAID partnered with Citizens’ Democracy Corps (CDC) to
implement a program of consulting and technical assistance for Georgian SMEs. A total of 32 CDC business
volunteers, primarily retired U.S. business executives, provided assistance to 91 SMEs and ten business
support organizations.

USAID Assistance to Micro-Enterprises: In FY 2000, USAID increased access to credit for Georgian micro-
entrepreneurs by providing technical assistance to the Georgian micro-finance institution Constanta Foundation,
and continued to support the micro-finance activities of the Foundation for International Community Assistance
(FINCA), which have benefited a total of 16,000 borrowers, approximately 85 percent of whom are women. In
support of USAID’s goal to direct more assistance to the regions of Georgia, the Constanta Foundation opened
two branch offices in FY 2000 in regions where there are virtually no other commercial sources of micro-credit.

U.S. Department of State — Business and Economic Development Exchange Programs: As noted above,
the Community Connections Program offers three-to-five week specialized internships in the United States for
Georgian entrepreneurs and business professionals. In FY 2000, fifty Georgian entrepreneurs participated in
Community Connections. One former Community Connections participant was subsequently appointed deputy
director of Georgia’s Department of Communications. Also as a result of the program, a joint venture between a
U.S. firm and a Georgian winery was established, and is projecting sales in excess of three million bottles of
wine a year starting in 2002. Another business partnership facilitated by the Community Connections Program
is producing yogurt and cheese at a factory in eastern Georgia, and its products are being sold in six major
supermarkets in Thilisi. In addition, the U.S. Embassy’s Public Affairs Section organized an International Visitor
(IV) program to provide participants from the Georgian Parliament and Ministry of Finance with practical training
on how budgets are made, forecast and analyzed, and how spending authorities are devolved in systems that
are not centralized. These training programs were designed in cooperation with the U.S. Treasury Department’'s
resident budget advisor and a USAID-funded advisor working on budget reform. A total of 40 Georgians
participated in the training, which helped them in their subsequent efforts to reorganize the Ministry of Finance,
make the budget process more transparent and budget estimates more realistic, and manage the devolution of
spending authorities. To complement these efforts, the U.S. Embassy’s Democracy Commission awarded a
$9,000 grant to the Business Law Center, a Georgian NGO, to prepare and disseminate two types of business
development information: a 100-page document on legislation enacted by the Georgian Parliament was
distributed to twelve regional anti-monopoly services, and a semi-monthly bulletin containing legislation and
discussion of laws affecting the economy was sent to courts in sixty regions throughout Georgia. This project,
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which aims to assist regional business development by reducing information gaps on new laws and regulations,
has already prevented a mistake in one regional court by providing it with the latest information on bankruptcy
laws.

Trade and Investment Programs

In FY 2000, the U.S. Government continued to work with the Georgian Government to help develop a legal and
regulatory environment conducive to free trade and investment. In October 1999, the World Trade
Organization’s (WTO) General Council approved Georgia's membership in the WTO, and in April 2000, the
Georgian Parliament ratified Georgia’'s WTO accession documents. Georgia’s accession to the WTO will help it
become more integrated into the world trading system by facilitating needed reforms in Georgia’s overall trade
regime, promoting increased trade and investment, and strengthening the country’s private sector. In support of
these objectives, the U.S. Embassy’s Public Affairs Section sponsored the participation of a Georgian
participant in a multi-region International Visitor (IV) program focusing on agriculture in the world economy. The
program was designed to provide an understanding of the political and economic dynamics that affect U.S.
agricultural trade policy and the U.S. role in international agricultural and trade agreements. The Georgian
participant subsequently became chairman of the Parliament’s Committee on Economic Reforms.

Democratic Reform Programs

Anti-Corruption Assistance: Anti-corruption efforts carried out by the U.S. Department of Justice and USAID
continued to be a central element of U.S. Government-funded assistance to Georgia in FY 2000. The joint U.S.-
Georgian working group established under the bilateral Four-Point Program to address the battle against
corruption continued to make recommendations and press for their implementation—most notably, that the
Georgian Government create a nonpartisan commission of notable individuals to formulate a comprehensive
agenda for combating corruption and generate public support and legitimacy for the program. After two years of
close cooperation with the U.S. Department of Justice (DOJ) Resident Legal Advisor (RLA), President
Shevardnadze created an Anti-Corruption Commission in July 2000. DOJ subsequently supported the work of
the Commission, beginning with renovation of the Commission’s office space, purchase of computer equipment
and furniture for the Commission’s work, and the awarding of a grant to the Georgian branch of the anti-
corruption NGO Transparency International to provide administrative support to the Commission. USAID
funded a public education campaign, including an anti-corruption conference held in November 2000. In 2001,
DOJ and USAID will provide technical assistance and training to the Commission as it takes on its planned
monitoring functions, and will continue to support the Commission’s public education efforts.

U.S. Department of Justice (DOJ)/U.S. Department of State — Law Enforcement Training: The State
Department’s Bureau of International Narcotics and Law Enforcement Affairs (INL) provided funding to DOJ for
a Resident Legal Advisor (RLA) to develop and implement INL programs. The RLA has conducted seminars on
combating corruption, money laundering, transnational organized crime, terrorism, tax and customs fraud,
narcotics trafficking, ethics in government and trial advocacy and negotiation skills. In FY 2000, over 240
Georgians participated in DOJ-sponsored law enforcement training conferences and seminars, 50 at the
International Law Enforcement Academy (ILEA) in Budapest, Hungary and the rest in Georgia. DOJ sponsored
training for Georgian prosecutors, investigators, judges, members of parliament and policy-makers on various
law enforcement-related subjects, including transnational organized crime, money laundering, corruption,
terrorism, criminal procedure, criminal trial skills, the grand jury system, and the role of the prosecutor in a
democratic society. This training included a U.S. Drug Enforcement Administration (DEA) seminar held in
Thilisi. DOJ subsequently organized inter-agency working groups consisting of Georgians who attended these
training sessions. These working groups prepared reports, recommendations, and draft legislation concerning
several of the topics listed above.

DOJ Procuracy Reform Program: In FY 2000, DOJ sponsored a series of assessments, public meetings and
training conferences for prosecutors, members of parliament, judges, defense lawyers, human-rights advocates,
and journalists on various topics relating to procuracy reform, including prosecutor ethics, internal controls,
independent oversight, and qualifications exams. In March 2000, a high-level assessment team visited Georgia
to discuss the establishment of an office of inspector general within the Procuracy and to develop a code of
ethics for prosecutors. Following issuance of the assessment team’s report, the Procuracy strengthened its
internal control office and adopted a code of ethics for prosecutors; however, these measures fell far short of the
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team’s most important recommendations, and the Georgian Government has not vigorously supported other
procuracy reform initiatives.

DOJ Ethics Code Initiative: In FY 2000, DOJ sponsored a week-long conference on creating an executive
branch ethics code for Georgia. Experts from DOJ and the U.S. Office of Government Ethics met with Georgian
Government officials and NGOs to discuss U.S. experience with ethics codes, and successfully coordinated the
writing of a draft ethics code. However, the Georgian Government has not yet enacted a comprehensive code
of ethics for the executive branch.

DOJ / ABA/CEELI Criminal Law Liaison: In FY 2000, DOJ initiated a long-term program to support the
implementation of Georgia's new criminal procedure code passed in June 2000. An ABA/CEELI Criminal Law
Liaison is based in Thilisi to provide advice and training to the Government of Georgia as they implement this
new code.

DOJ/U.S. Department of the Treasury — Support for Georgia’s Chamber of Control: In FY 2000, DOJ
sponsored a week-long assessment of Georgia’s Chamber of Control (COC), which is the Georgian
Government’s general accounting agency. The assessment was conducted by U.S. and Georgian experts, who
formulated recommendations to enhance the COC'’s ability to promote budgetary transparency, control
expenditures, and reduce opportunities for corruption. Following the assessment team’s visit, the U.S. Embassy
and the Georgian Government jointly established a Budgetary Improvement and Expenditure Control Working
Group, which issued a comprehensive report containing numerous recommendations. In FY 2001, DOJ and the
Treasury Department will help the COC implement its plans to conduct qualification examinations for COC
employees. DOJ will also provide training in financial investigations to the COC, as will the DOJ-funded
ABA/CEELI Criminal Law Liaison in Thilisi.

USAID Judicial Reform Programs: With USAID support through ABA/CEELI, Georgia’s Council of Justice
administered two judicial qualification examinations in FY 2000. In order to pass the exam, the candidates had
to demonstrate a thorough knowledge and understanding of the new judicial reform laws. Thirty-five of the 516
candidates passed the exam in FY 2000. Since May 1998, the Council of Justice has administered seven
exams, as a result of which there are now 264 newly qualified judges on the bench in courtrooms across
Georgia. The implementation of a merit-based system for selecting judges represents a major achievement for
judicial independence in Georgia. The most recent exams were prepared and printed in Georgia by the Council
of Justice itself, reflecting USAID’s strategy to strengthen local institutions so that they can take on the task of
advancing reforms on their own. Georgia's Law on Common Courts mandates the establishment of a
Conference of Judges, an association of judges that meets on a semi-annual basis. The Conference convened
for the first time in June 2000, at which time judges from the regions and Thilisi established a Court
Administration Committee and a Judicial Discipline Committee. The convening of the Conference, which was
planned and sponsored by Georgia’s progressive Supreme Court, marks an important milestone in judicial
reform in Georgia, as the extent to which a judiciary administers and disciplines itself is an important indicator of
judicial independence. USAID provided extensive technical assistance and resources to the Georgian Supreme
Court’s efforts to plan and sponsor the meeting. At its next meeting in 2001, the Conference will take up the
issue of passing a judicial ethics code. USAID through ABA/CEELI also helped establish a private, voluntary
judges’ association, the Judges of Georgia (JOG), which began providing services to its members. JOG serves
as an advocacy organization for judges and works to build a strong constituency across the country for judicial
reform. To ensure its self-sustainability, JOG collects dues from its members. In FY 2000, the JOG worked to
draw attention to the need for the Georgian Government to pay judges an adequate salary in a timely manner,
as the government’s frequent delays in paying judges seriously endanger judicial reform and the gains made to
date.

USAID Legal Reform Programs: In FY 2000, USAID supported efforts to draft both the Law on the Bar and
the Judicial Disciplinary Law, as well as amendments to the Bankruptcy Law, General Administrative Code,
Criminal Code, and Criminal Procedure Code. In addition, USAID’s Parliamentary Development Program
strengthened the capacity of parliamentary committees, factions, and departments; promoted public input in
lawmaking; and provided support for strengthened parliamentary oversight of the executive branch, thus helping
to ensure effective implementation of laws. A frequent complaint of legal professionals in Georgia had been that
they lacked access to laws. To help address this problem, USAID helped set up a management information
system with an electronic database of over 500 Georgian laws that is now operational in the Georgian
Parliament and is open to the public. In FY 2000, USAID also devoted significant resources to help amend and
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implement Georgia’s General Administrative Code, which includes a Freedom of Information Act and which
went into effect on January 1, 2000. USAID provided technical assistance and training, and implemented a
public awareness campaign and an NGO grant program to enhance transparency and accountability of local
governments. Also with USAID assistance, an Administrative Code Consultative Board was established in
December 1999. The Board, which is chaired by the State Minister and includes representatives from
government, the media, and NGOs, provides guidance for implementing the Administrative Code and has
placed a special emphasis on the Freedom of Information Act section of the Code. A recurrent theme of the
report prepared by the Georgian Anti-Corruption Commission in late FY 2000 was the necessity for
transparency and accountability in government. The Administrative Code affords an excellent legal mechanism
to achieve these objectives and provides the public a point of entry into the government’s decision-making
process.

USAID Support for the Legal Profession: USAID has fostered the emergence and strengthening of the
Georgian Young Lawyers’ Association (GYLA), which enhances legal professionalism and provides effective
legal training. USAID-supported local NGOs, such as Atrticle 42 and the Center for the Protection of
Constitutional Rights, operate legal clinics that provide legal aid and offer practical experience for law students.
These NGOs trained law students and young attorneys who handled a total of over 100 cases in FY 2000. In
addition, a coalition of private lawyers, members of parliament, NGOs, and professional associations has
received USAID assistance to develop a progressive Law on the Bar, which the Georgian Parliament is to
consider in 2001. Building on the successful experience of the judicial qualification exam, the Law on the Bar
would mandate a qualification exam for attorneys and provide for attorney discipline. A mandatory bar exam
would put pressure on law schools to provide quality legal education. Assistance to prepare and implement a
judicial disciplinary law and a judicial code of ethics were also important components of USAID’s rule-of-law and
anti-corruption strategy. In spring 2001, USAID will begin a major new rule-of-law program.

Democracy Commission Small Grants Program: In FY 2000, the U.S. Embassy’s Democracy Commission
awarded 23 small grants totaling almost $250,000 to Georgian NGOs in support of regional development, local
government training, and mass media. Highlights of FY 2000 Democracy Commission grants included a $9,600
grant given to the NGO “The 42nd Atrticle of the Constitution” to conduct a project supporting judicial reform and
offering free advocacy consulting services for the disadvantaged population of eastern Georgia, and a $9,850
grant to the International Center for Civic Culture to organize a training program in anti-corruption practices for
local governments in four Georgian cities.

USAID Election-Related Assistance: USAID provided extensive support for free and fair elections for both the
October 1999 parliamentary elections and the April 2000 presidential election, providing training to the national
and district-level electoral commissions, and facilitating the development of political parties, independent media
and the voter education. With USAID support, a press center was set up to provide full and updated election
information to the press on election day, and over 2,000 domestic election monitors were trained and deployed
during both elections. USAID also supported a “rock the vote” campaign held throughout the country to
increase the awareness and participation of young people in the election process. One outcome of USAID’s
support to the Central Election Commission (CEC) was the setting up of a website (http://www.cec.gov.ge) that
posted information on the candidates, regulations and normative acts, election laws and updated election
results. After the April 2000 presidential election, for the first time in Georgia, the precinct-level election records
were posted on the Internet on the CEC’s website. More than 25,000 people had visited the website as of
August 2000. Although both the parliamentary and presidential elections were marred by irregularities, USAID
assistance promoted transparency in election administration and helped Georgian citizens to make better-
informed decisions. The U.S. Embassy is currently developing a strategy to help promote greater transparency
and fairness in the local elections scheduled for November 2001.

USAID Programs to Promote Citizen Participation: In FY 2000, USAID assistance focused on promoting
partnerships among South Caucasus NGOs, with members collaborating on areas of mutual concern

throughout the region, thereby paving the way for increased future cooperation. One outcome was the launch of
a weekly radio talk show for South Caucasus listeners that covers region-wide issues such as corruption,
freedom of the press, taxation systems, military service, women’s rights and prisoners’ rights. Promoting citizen
advocacy has been one of the hallmarks of USAID assistance to Georgia. In twelve districts throughout
Georgia, USAID helped citizen advisory councils organize town meetings with local government officials. As a
result of the efforts of the Thilisi Citizen Advisory Council, illegal construction in a public park used by families
and children was halted.
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USAID Support for Independent Media: In FY 2000, USAID grantee Internews continued to support the
development of professional independent print and broadcast media in Georgia, having helped establish
independent television stations as an alternative voice to state-controlled broadcasting. There are now 31
commercial television stations producing local news, and 19 regional television stations in eleven cities
producing daily news. Internews’ efforts to promote print media development focused on improving reporting
skills, making newspapers profitable, building a journalism/media association, and advancing ethics in
journalism. After receiving training on journalistic ethics, one Georgian newspaper published its code of ethics
on its front page. Though media professionalism is still lacking in Georgia, fewer governmental obstacles have
made the Georgian press the most independent in the South Caucasus. In FY 2000, USAID also supported a
South Caucasus regional news program, which broadcasts stories on a given theme each week from
independent television outlets in Armenia, Azerbaijan and Georgia. The program, which is aired weekly during
prime time in each of the three countries, won a silver medal at an international film festival in Parma, Italy. One
segment revealed corruption among highly placed Georgian Government officials, covering the alleged misuse
of $2 billion in international credits intended for meeting social needs, and analyzed the complicated system of
expropriating funds. After the broadcast, viewers flooded the phone lines with more examples and urged the
news program to continue exposing corruption.

U.S. Department of State — Support for Independent Media: In FY 2000, the U.S. Embassy’s Public Affairs
Section sent a team from the independent television station Rustavi II's investigative journalism program “60
Minutes” to the United States for three weeks on a cooperative television (“TV co-op”) program. The Georgian
team conducted high-profile interviews with prominent Americans, including the staff of the Washington Post

and Senator Christopher Smith, a member of the Helsinki Commission of the U.S. Congress. The Georgian “60
Minutes” team was also able to meet with its inspiration, the staff of the CBS program “60 Minutes.” As a result
of its TV co-op experience, the Georgian “60 Minutes” team made a number of improvements to their program.

USAID Local Government Program: In FY 2000, USAID expanded its efforts to promote decentralization,
transparency, accountability and participatory governance at the local level, helping local governments learn to
be accountable to citizens, and helping citizens learn how to effectively advocate for meaningful change. During
USAID-supported town meetings with local officials, citizens highlighted their communities’ concerns and held
council members accountable for providing services. USAID also supported the formation of the Councils’
Association of Georgia (CAG), which has become institutionally strong enough to grow out beyond Thilisi and
has established branches in all nine regions of the country, representing more than 10,000 local council
members throughout Georgia.

USAID Regional Women’s NGO Leadership Program: The USAID Mission in Armenia and the USAID
Caucasus Regional Mission in Thilisi supported an innovative program for women NGO leaders from Armenia,
Azerbaijan and Georgia.

U.S. Department of State — Internet Programs: In FY 2000, the Internet Access and Training Program
(IATP), which is administered by the U.S. Embassy’s Public Affairs Section and is implemented by the
International Research and Exchanges Board (IREX), expanded its network of public-access Internet sites to
seven by adding the regional cities of Batumi, Poti and Kutaisi. IATP also awarded four small grants to
support the development of Georgian-language resources on the Internet. Also in FY 2000, the Public Affairs
Section sent six professionals on an International Visitor (IV) program focusing on Internet development.
Three of the program’s participants were ethnic Georgians, and three were Abkhazian. The participants from
Abkhazia had the opportunity to experience the Internet for the first time, and also to gain a new perspective
on the political situation in Abkhazia, based on their experience in America.

U.S. Department of State — Information and Democracy Programs: In FY 2000, the U.S. Embassy’s
Public Affairs Section brought four U.S. speakers to Georgia to participate in conferences organized by
Techinpormi (a Georgian NGO focused on supporting and developing all fields of information, including
copyright law and legislation), the English Teachers’ Association of Georgia, and the Thilisi School of Political
Studies. The U.S. speaker sent to the Thilisi School of Political Studies is participating in a project with the
Thilisi State University of Pedagogy to develop an anti-corruption/anti-crime program for high school students,
focusing on combating the “culture of lawfulness” and strengthening the rule of law.
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Humanitarian and Social-Sector Programs

Drought Relief Programs: In response to Georgia’'s worst drought in fifty years, the U.S. Government, through
USAID, funded emergency supplies of food, wheat, wheat seed and diesel fuel, as well as agricultural credit for
the drought-affected areas. Almost 38,000 households benefited from these drought relief efforts. The hard-hit
Samtskhe-Javakheti Region, a politically sensitive and predominantly Armenian enclave of subsistence farmers
in southern Georgia, was one of the main targets of this assistance. This region is one of the most
impoverished in Georgia and is home to significant numbers of ethnic minorities. By responding to their needs,
instead of leaving them marginalized, this drought relief contributed to Georgia’s political stability. Moreover, the
U.S. Government’s quick response to this emergency was instrumental in prompting other international donors
to join the drought relief effort. A second phase of drought relief assistance is being planned for spring 2001.

USAID Winter Heat Assistance Programs: In FY 2000, for the second year in a row, USAID supported winter
heating subsides for pensioners and social institutions during the months of November through March. These
subsidies were critical in preventing the beneficiaries—the poorest residents of Georgia—from having their
electricity cut off during the winter, thus averting significant human suffering and helping to maintain public
support for energy-sector privatization. This expanded program covered all of Georgia’s regions, except for
Abkhazia and South Ossetia, and supported the creation of a database of the most vulnerable, isolated
pensioners. This database, which is the most comprehensive collection of data collected on this segment of the
population, has enabled the Georgian Government to target its social programs and allowances more
accurately, helping to clean up the State Pension Fund database by removing the names of many deceased
individuals. In FY 2001, this database will be turned over to Georgia’s Ministry of Labor, Health and Social
Protection.

USAID Assistance to Internally Displaced Persons (IDPs) and Pensioners: In FY 2000, USAID sponsored
rehabilitation projects for 48 IDP collective centers benefiting a total of over 12,000 households, including the
repairing of pipes, sanitary facilities, electrical wiring, windows and doors. Families living in these collective
centers contributed up to 25 percent of the total cost of these rehabilitation projects, reflecting the shift in
USAID’s humanitarian assistance programs from hand-outs to self-help. In addition, with USAID support, more
than 6,500 isolated vulnerable pensioners received hot meals five times a week in several regions of Georgia.

USAID Community Mobilization Programs: In FY 2000, USAID helped mobilize a total of 158 communities to
initiate micro-projects addressing priority needs in the areas of health, infrastructure, shelter and economic
opportunity. As a reflection of USAID’s strategy to build indigenous capacity, Georgian NGO partners and
community members carried out instrumental roles in the success of these micro-projects. By the end of the
fiscal year, a total of 118 community micro-projects were successfully completed, including the following:

Social Infrastructure Programs: A total of 78 social infrastructure micro-projects were completed,
including the rehabilitation of schools, outpatient clinics, hospitals, water supply systems, sewage systems,
rainwater drainage, roads, bridges, electrification, and recreation centers and community rooms in collective
centers for IDPs.

Community Health Programs: The Georgian Nursing Association, which was established as part of an
USAID-funded health partnership, completed a total of 32 community micro-projects in the area of primary
health care, providing training in health care management to 329 Georgian health professionals and facility
managers from the country’s regions. Two Georgian NGOs and three regional health departments
collaborated in designing and implementing the projects and training sessions.

Economic Opportunity Programs: Over 13,600 households benefited from income-generation activities,
including 1,700 micro-credit loans awarded to entrepreneurs, 3,026 individual loans to farmers and
businesses, and agricultural projects involving some 9,000 families. As of the end of FY 2000, the project’s
loan repayment rate averaged nearly 96 percent. Through these programs, USAID helped seven Georgian
NGOs strengthen their capacity to implement, manage and sustain credit programs. To better prepare
Georgians for employment opportunities, USAID helped establish vocational training centers in Zugdidi and
Kutaisi that provided computer and English language training to over 3,600 students. In addition, eight
USAID-funded community micro-projects promoted household and commercial agricultural production,
including activities in the areas of seed distribution, livestock dispersal, veterinary assistance, development
of rural credit associations, and agricultural production grants.

46



USAID Conflict Resolution Programs: USAID-supported conflict resolution activities were primarily focused
on increasing contact and cooperation between Georgian and Abkhaz youth affected by the conflict in the
separatist-controlled region of Abkhazia. Youth Houses located in Sukhumi (Abkhazia), Zugdidi and Thilisi
provided over 5,300 internally displaced persons (IDPs) and vulnerable youth with opportunities for social and
psychological rehabilitation and personal growth. Conflict management and prevention training was provided to
21 Abkhaz and Georgian youth leadership groups, which included 250 Abkhaz and 250 Georgian teenagers
between the ages of 14 and 17, all victims of the Abkhaz-Georgian conflict. In addition, 54 teenagers, along
with adult chaperones and teen counselors-in-training, attended a conflict resolution/prevention camp in the
United States. This was the third such camp conducted under this program. USAID also sponsored training of
trainers for local NGO leaders in conflict management and prevention, providing support for those who are
looking for creative and peaceful ways to end the eight-year-long conflict.

U.S. Department of State — Operation Provide Hope: In FY 2000, the Humanitarian Programs Division of the
Office of the Coordinator of U.S. Assistance to the NIS transported $25.59 million in privately donated
humanitarian commaodities—primarily medicines, medical supplies and food—to Georgia at a cost of $2.05
million to the U.S. Government. These commodities were distributed through U.S. private voluntary
organizations (PVOs), including United Methodist Committee on Relief (UMCOR), Counterpart International, A
Call to Serve (ACTS) and the World Council of Hellenes Abroad.

U.S. Department of Agriculture (USDA) — Food Aid: In FY 2000, USDA provided 35,000 metric tons of wheat
to George under its government-to-government Section 416(b) Program, valued at approximately $6 million.
Georgia also received $10 million in export credit guarantees under USDA’'s GSM-102 Program. In addition,
USDA donated 3,080 metric tons of beans, flour, rice, soybean, wheat and sunflower oil, valued at $4.7 million.
These commodities were provided through two U.S. private voluntary organizations (PVOSs): International
Orthodox Christian Charities (IOCC) and UMCOR.

USAID Health Partnerships: In FY 2000, USAID funded the Women’s Wellness Center in Kutaisi, which
serves approximately 4,000 women annually, providing clinical and educational services, including early
detection, screening, disease prevention, and health promotion services. The Center's Breast Cancer Program
is increasing women'’s awareness of the risk, early detection and treatment of breast cancer. The Center also
provides prenatal care, reproductive health and family planning services. USAID also helped establish a blood
bank in Thilisi that will drastically reduce the risk of transfusion reactions and blood-borne infectious diseases.
USAID also supported the testing, typing and cross-matching of all of the blood transfused at the Center. Since
opening in September 2000, the Center has already received 105 blood donations and has processed 225

blood products for patients in need of transfusions. Other USAID-supported health partnerships in Georgia are
focusing on primary health care, infection control, and health management education for regional health leaders.
Over 500 health-care professionals were trained through these partnership programs during FY 2000.

USAID Immunization and lodine Deficiency Programs: USAID has been the primary supporter of
immunization programs in Georgia since 1995. This support has resulted in overall child immunization levels of
76.8 percent, with a 95-percent immunization level for extremely dangerous diseases such as diphtheria and
polio. In FY 2000, USAID also helped initiate a program to distribute and administer iodized oil capsules to
children up to 16 years of age in selected regions of Georgia, with the goal of reducing the incidence of iodine
deficiency disorders.

USAID Reproductive Health Programs: In FY 2000, USAID helped launch “Care for Each Other,” a
nationwide family health campaign that is providing educational materials and consultant references to help
married couples make informed choices regarding healthy family planning. Program activities include promoting
modern contraception methods, building the capacities of health-care providers in the area of contraceptive
technologies, communication skills and reproductive health evaluations. Reproductive health clinics report a
200-percent increase in patient visits since the launch of the campaign, and the information hotline established
by the campaign has already received over 2,000 calls. The first-ever nationwide reproductive health survey in
Georgia was conducted in FY 2000. The results of this survey will help health-care professionals develop and
refine programs addressing problem areas in family health. In addition, three new USAID-supported initiatives
were launched in FY 2000 to strengthen prenatal health-care services, improve the training of specialists in
reproductive health, and encourage the practice of healthy reproductive and sexual behavior in young married
couples and sexually active at-risk unmarried men and women.
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Energy and Environmental Programs

USAID Energy-Sector Programs: In FY 2000, USAID continued to provide training and technical assistance
to build up the institutional capability of Georgia’s energy sector, including training in International Accounting
Standards (IAS) for Georgia’s electricity-generation enterprises, as well as international audits of six enterprises,
carried out in anticipation of their commercial credit and international financial institution (IFI) credit applications.
The introduction of modern financial accounting and auditing facilitated the privatization of Georgia’s largest
thermal power plant, Gardabani, in March 2000. USAID assistance was also instrumental in analyzing and
justifying a proposed electricity tariff increase in July 2000. Though the higher tariff was still well below
international market prices, the increase was critical to meeting obligations under Gardabani’s privatization
contract and a condition for further World Bank and EBRD credit disbursals. USAID also funded the preparation
of management contracts for Georgia’s electricity transmission, distribution and wholesale electricity market
entities. A contract for management of the distribution sector is also being developed. In FY 2000, a total of 42
pilot projects in energy efficiency were initiated at sites around Georgia to increase public awareness of energy
conservation and energy costs. Following this model, Georgia’s newly private-sector-led power industry is
developing public awareness campaigns to help residential and commercial customers reduce energy
consumption and save money on electricity bills. With USAID technical assistance, Georgia's State Agency for
Oil and Gas Regulation (SAOGR) successfully negotiated its first production-sharing agreement (PSA) for
offshore oil fields in the Black Sea with a U.S. oil company, Anadarko. SAOGR also received training in contract
preparation and legal responsibilities through partnerships formed with U.S. counterpart agencies from
Oklahoma, Colorado and Pennsylvania.

USAID Support for Regional Energy-Sector Cooperation: Through an initiative jointly carried out by the
USAID Mission in Armenia and the USAID Caucasus Regional Mission in Thilisi, dialogue among Armenian,
Azerbaijani and Georgian energy-sector representatives was reestablished, including the consideration of cross-
border energy security and energy efficiency measures and the impact of water management on regional
energy markets.

USAID Environmental Programs: In FY 2000, USAID’s Caucasus Regional Mission in Thilisi, in conjunction
with the USAID Mission in Armenia, launched a regional program to promote discussion and cooperation among
Armenia, Azerbaijan and Georgia on trans-boundary river basin management. A needs assessment is currently
underway to define common water management issues and pilot programs that will facilitate confidence-building
in the region. With the signing of the Host Government Agreement for the Baku-Thilisi-Ceyhan oil pipeline, the
Georgian Government has committed itself to improving its environmental monitoring and evaluation

capabilities. USAID is providing technical assistance to Georgia’s Ministry of Environment and Natural
Resources, the country’s NGO community, and the Georgian companies responsible for construction of the gas
and oil transit pipelines to enhance their environmental monitoring and evaluation capabilities. The first step in
this process, which is expected to accelerate in FY 2001, is to improve public participation in the environmental
decision-making process and to expand outreach to a broader constituency.

Cross-Sectoral Programs

Eurasia Foundation: In FY 2000, the Eurasia Foundation’s field office in Thilisi awarded 34 grants totaling over
$963,500 to Georgian NGOs working in the areas of civil society-building, private enterprise development, and
public administration and policy. To help overcome the political and economic obstacles to regional integration,
the Eurasia Foundation’s South Caucasus office has created the South Caucasus Cooperation Program
(SCCP), a program designed to facilitate greater contact and cooperation among leading NGOs in Armenia,
Azerbaijan and Georgia. In FY 2000, the SCCP supported cross-border projects in areas such as business
development, legal reform, civil society building, and public administration, awarding 57 grants totaling almost
$28,000, of which approximately $6,500 was provided to Georgia-based NGOs working in the region. SCCP
focused on the following priority areas for regional cooperation: business associations, professional
associations, voter education, tourism development, economic education, local government, and regional
economic policy development.
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Programs Promoting the Objectives of the Silk Road Strategy Act (SRSA) of 1999

In FY 2000, a number of U.S. Government-funded assistance programs contributed to the objectives laid out in
the SRSA—promoting reconciliation and recovery from regional conflicts; fostering economic growth and
development; promoting infrastructure development; increasing border control capabilities; and promoting
democracy, tolerance, and the development of civil society. Please see the above sections for numerous
examples of programs that contributed to one or more of these objectives.

Preview of FY 2001 Programs

In FY 2001, U.S. Government-supported democracy programs will continue to build on the strong support
received to date from the Government of Georgia. A particular emphasis will be placed on supporting the
initiatives of young reformers and the many alumni of U.S. Government-funded exchange programs. Programs
will concentrate on three priority areas: (1) engendering support for anti-corruption measures among NGOs and
the population; (2) support for the free press and access to the Internet; and (3) continued investment in the next
generation through exchanges as well as the development of an indigenous capacity to educate youth and
young professionals in fields such as public administration and journalism. Economic reform programs will
concentrate on improving transparency, accountability and revenue collection, and helping the Finance Ministry
meet requirements established by the International Monetary Fund (IMF). The U.S. Government will also
continue a robust assistance effort to address potential weapons proliferation and national security concerns
through export control and border security programs, as well as facilitating continued Russian equipment and
ammunition withdrawals.

KAZAKHSTAN
Political and Economic Overview

Although economic reforms and high oil prices contributed to solid economic performance in Kazakhstan in FY
2000, political reform remained problematic. Despite requests from the Organization for Security and
Cooperation in Europe (OSCE) and other election monitoring organizations, the Government of Kazakhstan
never released verifiable vote totals for the October 1999 parliamentary elections. In February 2000, the
Kazakhstani Government and OSCE agreed to initiate a series of roundtables to discuss implementation of
recommendations for electoral reform. The roundtable process began in September 2000 with the participation
of government officials, representatives of all of Kazakhstan’s political parties, and a broad spectrum of the
country’s civil society, including groups that provided non-partisan domestic observers for the parliamentary
elections.

Kazakhstan’s economic performance in FY 2000 represented a significant improvement over recent years.
Rising oil prices, combined with the Kazakhstani Government’s April 1999 decision to allow the national
currency’s exchange rate to float, helped Kazakhstan post economic growth of 1.7 percent in 1999, after a 2.5
percent fall the previous year. The country’s per-capita gross domestic product (GDP) also increased slightly in
1999 to $1,066. Inflation, which spiked after the depreciation of the national currency’s newly floating exchange
rate, has been under control and is expected to be between eight and nine percent for 2000. Strong real growth
in GDP for 2000 is also expected—one estimate for the first nine months of 2000 puts GDP growth at 10.5
percent. This economic performance enabled Kazakhstan to pay off its full $400 million debt to the International
Monetary Fund (IMF) in June 2000—seven years early.

Overview of U.S. Government Assistance

In FY 2000, the U.S. Government provided an estimated $80.88 million in assistance to Kazakhstan, including
$44.76 million in FREEDOM Support Act assistance, $25.86 million in other U.S. Government assistance, and
$10.26 million in U.S. Defense Department excess and privately donated humanitarian commodities. U.S.
Government assistance to Kazakhstan sought to strengthen independent media, civil society and access to
information. Economic reform assistance helped to improve the legal and regulatory environment necessary for
Kazakhstan to move closer to World Trade Organization (WTQO) accession, strengthen the banking sector and
private pension system, and promote local government reform. In the health sector, the U.S. Government
worked to increase access to quality primary health care, improve control of tuberculosis, and support health
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policy reforms. Through training programs, thousands of Kazakhstanis gained the skills needed to implement
reforms in the public sector, to build more competitive private enterprises, and to increase the effectiveness of
non-governmental organizations. In addition, U.S. Government-funded activities focusing more broadly on the
entire Central Asian region sought to improve regional cooperation in solving environmental and energy-related
issues such as multilateral water resource management.

Trade and Investment Programs

Central Asian - American Enterprise Fund (CAAEF): The CAAEF was created in 1994 to promote the
creation of small and medium-sized businesses in Central Asia. The CAAEF has a total authorized
capitalization of $150 million, with $111 million obligated (paid into the Fund) to date. In FY 2000, the
macro-economic environment deteriorated in all countries in the region, with the exception of Kazakhstan.
However, in Kazakhstan, currency devaluation contributed to inflationary pressures and reduced savings,
slowing non-oil-related investment. The number of disputes between the Kazakhstani Government, the
private sector, and foreign investors continued to increase, and resolution of these disputes was slow.
The CAAEF made no new equity investments in Kazakhstan in FY 2000, as the Fund’s staff were
occupied with senior management turnover and several strategic reviews of the Fund’s current portfolio.
Small and micro-lending activities through the Fund’s partner banks continued. (For more detail, please
see Enterprise Funds section in Part Il of this report.)

USAID Support for WTO Accession, Commercial Law Reform: In FY 2000, U.S. trade and investment
programs continued to promote market and commercial law reform in Kazakhstan by supporting the country's
efforts to accede to the World Trade Organization (WTO). With assistance from USAID-funded advisors, the
Government of Kazakhstan developed and submitted improved and updated market access offers to the WTO,
which constitute the backbone of the accession process: the second version of its Offer on Services and the
third version of its Offer on Goods. As a result of these submissions and Kazakhstan’s progress on all other
aspects of accession, the WTO has scheduled Kazakhstan's next WTO Accession Working Party for February
2001. USAID-funded advisors also helped draft laws and regulations essential to WTO accession. Chief among
these were laws protecting various intellectual property rights, including the law on commercial secrets and the
law on microcircuits. In addition to WTO issues, USAID helped the Kazakhstani Government assess the
country’s current customs regime, and design and implement a customs modernization plan, which resulted in
an increase in the number of pre-arrival customs declarations.

U.S. Trade and Development Agency (TDA): In FY 2000, TDA carried out a gas utilization study and a study
of prospects for developing a gas terminal at Aktau. (For more detail, please see the TDA section in Part 11l of
this report.)

Business and Economic Development Programs

USAID Business and Economic Restructuring Programs: In FY 2000, Kazakhstan continued to make
progress in the areas of business development and economic restructuring. U.S. Government-funded economic
reform and business development activities under the Regional Initiative in Atyrau achieved a significant impact
in the areas of enterprise accounting, municipal finance and the promotion of private enterprise. Real progress
also continued in banking reform: Kazakhstan’s banks adopted international norms, such as deposit insurance,
and total deposits grew by 32 percent over the first half of the calendar year, while consumer deposits rose by
17 percent during the same period. USAID helped Kazakhstan’s National Bank develop a lending plan for small
and medium-sized enterprises.

Fiscal Reform Programs: USAID-supported work on tax policy and administration, budgeting and
intergovernmental finance achieved significant results in FY 2000 and will continue in FY 2001. The
Government of Kazakhstan is expected to exceed its budget deficit target of 3.5 percent of GDP as of the
end of 2000. Revenues were up and expenditures were on track. A quarterly budget surplus was expected
for the final quarter of 2000. Tax revenues as a percentage of GDP were expected to exceed the 14.5
percent target for calendar year 2000. During the first six months of 2000, revenues were 40 percent higher
than during the same period in 1999.
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Pension Reform Programs: Kazakhstan's private accumulation pension system continued to develop
rapidly during FY 2000, surpassing $700 million in assets, and is expected to exceed the $1 billion mark in
2001. To keep pace with the growing capital pool represented by the pension funds, USAID helped develop
new financial instruments. The first corporate bonds in Kazakhstan's history were issued with USAID
assistance in late 1999. Since then, more than $100 million in local corporate bonds have been issued and
are providing new investment opportunities for pension funds. As the pension industry grows, consolidation
is beginning to occur and the first significant mergers have taken place. USAID helped ensure orderly and
effective supervision of these mergers by Kazakhstan’s authorized regulatory bodies and provided support
to the merging funds. Regulation and supervision processes are still being developed, but the Kazakhstani
Government appears closer to adopting USAID’s recommendation to unify regulation under a single,
independent body. USAID support has facilitated important changes to methodologies for valuing and
accounting for pension assets.

Insurance Reform Programs: USAID provided critical support for the development of a new insurance law
that was passed by the Kazakhstani Parliament on January 1, 2001. The draft of the law was reviewed by
donors and international supervisory bodies and found to comply with international standards. The new
insurance law sets the standard for insurance reform in the NIS region and will provide a solid foundation for
Kazakhstan’s life insurance and annuities markets.

Accounting Reform Programs: In FY 2000, Kazakhstan once again continued to lead the NIS countries in
the area of accounting reform. In May 2000, Kazakhstan's Association of Auditors and Accountants
became the first self-regulatory organization in the NIS to gain full membership in the International
Federation of Chartered Accountants (IFCA). USAID-funded advisors continued to help the Kazakhstani
Government implement a modern accounting curriculum in the country’s universities. During 2000, USAID-
funded advisors trained and mentored five associate professors of financial accounting. As a result, an
accounting course was delivered to over 300 students. In addition, 183 professors were trained in
international finance and managerial accounting. USAID also provided training to Kazakhstan’s first
graduating class of actuaries.

Support for Micro-Enterprise Development: The Kazakhstan Community Loan Fund (KCLF) in Taldy-
Korgan, established with USAID support, has made loans averaging less than $233 to over 2,700 clients,
over 80 percent of whom are female. In January 2000, KCLF received a license to open a branch office in
Shymkent. Since then, the KCLF has disbursed over 600 loans there, with an average loan size of $182.
Of the over 600 loan recipients, 82 percent are female.

Training, Exchange and Educational Reform Programs

Since FY 1993, U.S. Government-funded exchange programs have brought almost 3,200 Kazakhstani citizens
to the United States for short-term professional or long-term academic training, including some 450 in FY 2000
alone. These programs give participants an opportunity to develop their skills and establish valuable contacts
with U.S. counterparts.

USAID Training and Partnership Programs: USAID provides training to approximately 15,000 Kazakhstani
citizens each year. Of this total, USAID trained approximately 770 Kazakhstani citizens (approximately 50
percent of whom were women) in FY 2000 through its Global Training for Development (GTD) Project: some

620 in Kazakhstan-based programs, 140 in third-country programs and 10 in U.S.-based programs. Participants
received training in economic restructuring, democratic reform and social stabilization. The overall impact of
USAID's training programs on economic development in Kazakhstan has been broad and deep. Enterprises are
now able to determine their true profitability, and their accountants have the tools and techniques to help senior
managers make the changes necessary for success. After receiving USAID training, a local bank became the
primary certified mortgage lender in Kazakhstan and established a new procedure to lease real estate and
provide mortgage and consumer loans. Upon returning to Kazakhstan, a group of USAID-trained law students
established the Kazakhstan Association of Young Lawyers. USAID has also supported successful partnerships
between U.S. and Kazakhstani organizations. For example, USAID partnered the Almaty Association of
Entrepreneurs with the Tucson Chamber of Commerce and the Kazakhstan Association of Tourism Agencies
with the Tucson Visitors Bureau. USAID made special efforts to ensure that Kazakhstan was well represented
at international conferences such as the Sixth Annual Central European Real Estate Association Network
Conference in Prague and the White House-initiated Vital Voices Conference in Istanbul.
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U.S. Department of State — Public Diplomacy Exchanges: In FY 2000, academic and professional exchange
programs administered by the U.S. Embassy’s Public Affairs Section in collaboration with the Bureau of
Educational and Cultural Affairs (ECA) continued to support democratic institution-building and the transition to
a free-market economy in Kazakhstan. These programs focused on independent media, journalism, education
reform, the economics of higher education, the rule of law and electoral reform, democracy and human rights,
NGO leadership development, grassroots participation in the political process, leadership training for women,
Internet access and distance learning, small business and entrepreneurial development, public administration,
English language teaching and American studies. Over 380 Kazakhstani citizens traveled to the United States
in FY 2000 on State Department-funded exchange programs, roughly half of them on academic exchanges and
half on professional exchanges. Approximately 90 Kazakhstani graduate, undergraduate and high school
students participated in long-term exchange programs. Graduates of the Future Leaders Exchange (FLEX)
Program have all gone on to successful university careers, many assuming leadership roles early in their
careers. Approximately 20 university professors gained experience in research, teaching and curriculum
development under the Fulbright, Regional Scholars Exchange, and Junior Faculty Development (JFDP)
Programs. JFDP provides young university faculty members with year-long training opportunities at U.S.
universities in the areas of teaching methodology and course and curriculum development. These young
scholars return to make substantial contributions to university reform in Kazakhstan. Under the Community
Connections Program, 70 Kazakhstani professionals in the fields of journalism, small business development,
environmental policy, university administration and public administration traveled to the United States for five-
week intensive community-based training. An additional 82 Kazakhstani professionals participated in
International Visitor (IV) programs on topics such as finance for independent media, university administration,
government transparency, women in politics, grassroots political party development, small and medium-sized
enterprise management, global climate change and U.S. immigration policies. Over 350 prominent politicians,
jurists, professors, university rectors, environmental experts and NGO leaders have participated in the IV
Program since it began operations in Kazakhstan nearly nine years ago. FY 2000 saw the culmination of an
eight-year project on public administration training for senior local and regional administrators from throughout
Kazakhstan. This program has made a material contribution to the development of a professional civil service
by sending nearly 100 Kazakhstani pubic servants to the United States for intensive six-week workshops in
various aspects of public administration. Alumni of this program, including several akims (heads of regional and
local governments), have made significant contributions to the drafting of new legislation on civil service reform.

U.S. Department of State — University Partnerships: In FY 2000, the NIS College and University Partnership
Program administered by the Bureau of Educational and Cultural Affairs (ECA) continued to promote self-
sustaining, long-term relationships between U.S. and Kazakhstani universities. These partnerships facilitate the
exchange of information and scholars on a range of important issues, including public administration and
finance, with the goal of developing new courses and programs in these and other key reform fields. In FY
2000, the ECA Bureau awarded a new university partnership grant supporting curriculum and institutional
development activities between Indiana University at Bloomington and Taraz State University in the field of
educational policy. Ongoing projects that saw their first full academic year of activity in FY 2000 included
Indiana University’s cooperative program to strengthen the law curriculum at Adilet Higher Law School, and San
Diego State University’s program in management for energy-related fields with Atyrau's Oil and Gas Institute in
support of the U.S. Government's Regional Initiative in Atyrau. The ECA Bureau is also supporting an ongoing
university linkage between the University of Mexico and the Kazakhstani Institute of Management in the fields of
public finance and tax reform.

U.S. Department of Agriculture — Cochran Fellowship Program: In FY 2000, USDA’s Cochran Program
continued to support agricultural reform in Kazakhstan, organizing short-term exchange programs for 22
agricultural specialists. These programs focused on agricultural marketing, veterinary and phytosanitary control,
poultry nutrition and agricultural research. One of the agricultural marketing program participants put his training
to use by organizing a farmers’ market in Pavlodar Oblast (Region). Participants in the poultry nutrition and
phytosanitary programs were working to lift Kazakhstan’s ban on imports of genetically modified soybeans.
Cochran participants also initiated a collaborative project with USDA’s National Agricultural Statistical Service to
implement a system of national agricultural statistics in Kazakhstan.

U.S. Department of Commerce — Special American Business Internship Training (SABIT) Program:

In FY 2000, the SABIT Program provided short-term internships at U.S. businesses for 30 Kazakhstani
participants. (Please see the U.S. Department of Commerce - SABIT section in Part Ill of this report.)
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Democracy Programs

Democracy Fund Small Grants Program: In FY 2000, the U.S. Embassy's Democracy Commission
continued to serve as a flexible, rapid-response mechanism for supporting democratic institution-building at the
grassroots level, awarding 13 grants totaling approximately $110,000 to local NGOs working in such areas as
business development, legal and social issues, media, environment and women's issues. The Democracy
Commission has contributed to the development of a healthy NGO sector in Kazakhstan. Organizations such
as the South Kazakhstan Legal Information Center, the Union of Women Entrepreneurs, the Laboratory for
Intellectual Property Rights, Otyrar TV and Special Olympics Kazakhstan have received Democracy
Commission grants to support conferences, publications, training sessions, and other initiatives.

U.S. Department of State — Internet Access and Training Program (IATP): In FY 2000, IATP, which is
administered by the Bureau of Educational and Cultural Affairs (ECA) and implemented by the International
Research and Exchanges Board (IREX), expanded its support for public-access Internet sites in Almaty, which
are providing free and open Internet access to a variety of users, especially Kazakhstani alumni of U.S.
Government-funded exchange programs, thereby helping them maintain their contacts and broaden their
professional horizons after returning home. In addition to the existing IATP site at Kazakhstan’s National Library
and the training center at the IREX office in Almaty, new IATP sites in Atyrau, Karaganda and Shymkent are
expanding Internet access to important regions of the country. IATP also makes distance learning available to
people who would not otherwise have the opportunity to access higher education.

USAID Election-Related Assistance: In the wake of Kazakhstan’'s flawed 1999 presidential and parliamentary
elections, and with no other elections scheduled for the next several years, USAID provided only limited
election-related assistance to Kazakhstan in FY 2000. USAID continued to encourage Kazakhstan’s Central
Election Commission (CEC) to pursue electoral law reform. After the CEC agreed with the Organization for
Security and Cooperation in Europe (OSCE) to initiate a series of roundtable discussions on electoral reform,
USAID helped to organize non-governmental participants for the roundtables, the first of which was held in
September 2000.

USAID Citizen Participation Programs: In FY 2000, USAID’s citizen participation programs continued to
focus on creating an environment that fosters NGO development, the rule of law, the free flow of information,
and citizen participation. USAID-sponsored information and resource centers disseminated information about
NGO legislation and served as a focal point for the local NGO community to share ideas and receive training.
As a result, Kazakhstani citizen groups increasingly voiced their views on draft legislation. For example, with
USAID technical assistance, local NGOs organized an advocacy campaign calling for changes in the
government's draft law on local self-government. By organizing a petition drive that gathered over 60,000
signatures and by meeting with individual parliamentarians, NGO activists from around the country influenced
the Kazakhstani Parliament's decision to allow more time for citizen input on the draft law.

USAID Support for Independent Media: Although self-censorship and government pressure continued to
hamper independent news outlets, particularly those supported by opponents of the government, USAID’s work
to promote independent media during FY 2000 focused on media advocacy activities. These included

monitoring and reporting on restrictions of press freedom, publication of a monthly bulletin on media law, and
direct support for local media advocacy organizations. As a result of three years of lobbying efforts by media
outlets supported by USAID, Kazakhstan’s Licensing Commission lowered broadcast tender costs for a number
of provincial cities, in some cases by as much as 90 percent. Kazakhstan's Frequency Commission held a
round of tenders for frequency permits, the first such tender in over a year. Out of 19 applicants, three new
television stations (in Balkhash, Ekibastuz and Shuchinsk) and two new radio stations (in Aktobe and Kyzylorda)
received permits, while four existing radio stations received permits to broadcast in additional cities.

USAID Information Dissemination Programs: In FY 2000, USAID expanded the scope of its independent
media programs to include the dissemination of information on civic rights and domestic public issues, and
initiated a number of other new civic education activities. A USAID-supported civic education textbook and
curriculum for eleventh-graders was tested in approximately 40 pilot schools throughout the country. In addition,
USAID began a cooperative program with the Soros Foundation to support debate clubs and other civic
education projects. Under this program, debate clubs received wide exposure through two national youth
debate tournaments and through a national television program, "City of the Future," which regularly features
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student debates. In an effort to educate women about their legal rights, USAID conducted seven domestic
violence seminars around the country, involving the participation of NGO leaders, judges and law enforcement
officials. USAID also supported a policy dialogue between NGOs and Kazakhstan’'s National Commission for
Women and Children on draft legislation against domestic violence.

USAID Legislative Drafting: In FY 2000, USAID helped the Government of Kazakhstan establish a legislative
drafting center for the Kazakhstani Parliament. The center became operational in January 2000, and
parliamentarians began to use its services. Since then, the center has drafted 19 pieces of legislation, including
12 initiated by deputies; has commented on another 16 pieces of draft legislation; and has provided other
services to the parliament, including speech-writing.

USAID Local Government Initiative: Over 2,000 Kazakhstani local government and housing officials,
approximately half of whom were elected officials, received training in FY 2000 through USAID’s Local
Government Initiative. This training focused on practical ways to build citizen participation into the functions of
local government, promote open and competitive procurement practices, and improve management practices.
USAID-funded advisors engaged local and national government figures on the issue of decentralization and
provided comments on draft laws on local government and self-government. While these draft laws did not
demonstrate a national-level commitment to decentralization of government authority, there has been a growing
sense among local officials that decentralization is needed. There is increased interest, as reflected in press
articles and discussions with local officials, in decentralization and in abandoning or modifying the current
system of appointed mayors and governors. These shifts in attitudes, although not yet manifested in law, may
prove to be the most important long-term development in the area of local government reform.

U.S. Department of State — Law Enforcement Training and Counter-Narcotics Programs: In FY 2000, the
Bureau of International Narcotics and Law Enforcement Affairs (INL) trained over 250 Kazakhstani officials from
the Ministry of Internal Affairs, the procuracy, the courts, the Customs Committee, the Border Guards, the
Ministry of Justice, the Tax Police and the Committee for National Security (KNB). The main objective of these
training programs was to help officials combat the growing regional threat of narcotics trafficking and the
associated problems of organized crime, corruption, money laundering and drug abuse. INL training programs
also promoted the rule of law and cooperation among law enforcement agencies. In addition to conducting
training in Kazakhstan, INL also sponsored the participation of Kazakhstani officials in regional conferences.

Energy and Environmental Programs

USAID Energy-Sector Programs: Efforts in this area focused on developing an effective strategy for

improving the management of Kazakhstan'’s critical natural resources. USAID-funded advisors helped
Kazakhstan’'s Ministry of Energy, Industry and Trade (MEIT) and the Ministry of Environment and Natural
Resources (MENR) adopt new rules and regulations for the licensing and environmentally safe operation of
petroleum drilling and pipeline transport facilities. With USAID support, the U.S. Energy Association initiated
several partnership activities between U.S. energy operators and their Kazakhstani counterparts. In support of
the U.S. Government’s Regional Initiative in Atyrau, USAID initiated activities under a pilot demonstration project
on energy-saving in Atyrau.

USAID Environmental Programs: In FY 2000, USAID's environmental programs included activities in the
areas of climate change and water management. Some of this work was part of a broader USAID regional
programs covering all of the Central Asian countries.

Global Climate Change Programs: USAID is providing technical assistance to the Climate Change
Coordination Center office in Astana on methods of reducing and financing the reduction of greenhouse gas
emissions. USAID supported the analysis and forecasting of greenhouse gas emissions, based on a
detailed inventory and macroeconomic study that helped Kazakhstan prepare to join the category of Annex |
countries (countries that have agreed to take on voluntary emissions reduction targets) under the United
Nations Framework Convention on Climate Change. USAID-funded experts trained Kazakhstani
Government officials and NGO representatives on international and local climate change legislation.
Training on the use of macroeconomic models of future emissions focused on different sectors of the
economy, including the industrial sector, energy sector, agricultural sector and others.
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Regional and Local Water Management Programs: USAID assistance helped establish policy and
technical working groups in Kazakhstan and the other Central Asian countries for the development of a
water-use optimization model for the Syr Darya River Basin. The purpose of this model, which is based on
the Generalized Algebraic Modeling System (GAMS), is to help the Central Asian republics develop better
water and energy policy positions and prepare rules for sharing their trans-boundary waters. The process of
developing the model provided an opportunity for interaction among the policy and technical staffs of
relevant ministries from each of the Central Asian countries. In addition, a USAID contractor, International
Resources Group (IRG), completed an analysis of the operations and maintenance (O&M) costs of trans-
boundary hydro-technical facilities in the Syr Darya River Basin. The analysis concluded that only 40
percent of the Basin’s O&M needs are currently financed, reviewed various options for O&M cost allocation,
and recommended a scheme based on country-specific water shares. USAID-funded advisors also
conducted a study of national constraints on the implementation of the March 1998 Syr Darya Agreement.
In the area of local water management, IRG helped the Kazakhstani Government finalize a draft law on
water users' associations and submit it to the Parliament for consideration.

Security and Regional Stability Programs

As a former nuclear weapons state with nuclear reactors, and an inheritor of Soviet biological and chemical
weapons infrastructure and expertise, Kazakhstan has the potential to be a source or transit country for
weapons-of-mass-destruction (WMD) materials and technology, as well as a source for conventional weapons
transfers to countries of proliferation concern. In FY 2000, U.S. Government-funded programs continued to help
reduce threats of proliferation; ensure the security of nuclear materials at nuclear power, research and
production facilities; enhance export controls; and redirect former Soviet weapons expertise to peaceful projects.
Kazakhstan has made major efforts in WMD nonproliferation and has paid increasing attention to concerns
about conventional weapons transfers. The U.S. Government also focused assistance on establishment of
professional armed forces in Kazakhstan capable of operating alongside NATO forces in peacekeeping, search-
and-rescue and humanitarian operations, and on enhancing the Kazakhstani Armed Forces’ support for
democratic and economic reform.

In FY 2000, the recurring incursions by militants into southwest Kyrgyzstan, combined with ongoing events in
Southwest Asia and the Northern Caucasus, drew attention to the need to enhance the export control and
border security capabilities of Kazakhstan and its neighboring Central Asian states. To this end, during her April
2000 visit to Almaty, Secretary Albright announced that the U.S. Government would provide up to $3 million in
assistance under a new Central Asian Border Security Initiative (CASI) encompassing programs that focus on
combating terrorism and stopping the illicit trafficking of weapons of mass destruction, dual-use weapons, and
narcotics.

U.S. Department of State — Export Control and Related Border Security (EXBS) Program: The EXBS
Program seeks to enhance the capability of Kazakhstan to prevent illicit trafficking in WMD, related materials
and conventional arms. The Department of State allocated an estimated $2.6 million in FY 2000 funds to
provide training and equipment for Kazakhstan under this program. The Departments of Energy and Commerce
and the U.S. Customs Service provided training to help the Kazakhstani Government enhance its licensing
systems, industry internal compliance controls and interdiction and enforcement infrastructure. The U.S.
Government has also proposed to provide equipment and training to those agencies involved in export control
enforcement and border control activities.

U.S. Department Of Energy (DOE) — Nuclear Export Control Assistance Program: Using State Department
EXBS funds, DOE is helping Kazakhstan develop a computerized review system for nuclear export control
licenses. In FY 2000, DOE efforts were expanded to help develop internal compliance systems for export
control at Kazakhstan’s nuclear industries and facilities. DOE also provided training to help Kazakhstani officials
recognize dual-use commodities and radioactive materials. These efforts supported Kazakhstan’s desire to join
the Nuclear Suppliers’ Group.

U.S. Department of State — Anti-Terrorism Assistance (ATA): In FY 2000, the ATA Program conducted anti-
terrorism assessment training in Kazakhstan, and has proposed additional training to help Kazakhstani officials
enhance their anti-terrorism skills. Kazakhstani officials participated in a regional counter-terrorism conference
hosted by the Office of Counterterrorism in Washington in June 2000.
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U.S. Department of Defense — Cooperative Threat Reduction (CTR) Program: Through FY 2000, nearly
$156 million has been obligated and over $141 million disbursed for CTR assistance to Kazakhstan. In FY
2000, the CTR Program continued to help Kazakhstan eliminate infrastructure of the former Soviet biological
weapons (BW) production facility at Stepnogorsk. CTR also completed the sealing of the last of 181 nuclear
test tunnels at Degelen Mountain.

U.S. Department of Defense — CTR Military-to-Military Contact Program: In FY 2000, multi-level military-to-
military contacts and participation in routine bilateral and multilateral exercises continued to help integrate
Kazakhstani military personnel into Western military operations and promote the modernization of Kazakhstani
equipment and training in accordance with NATO standards. Some 28 military-to-military contact events were
conducted in FY 2000, at a total cost of nearly $2 million. The highlight of these events was a multinational
peacekeeping exercise held in Kazakhstan with the participation of the Central Asian Peacekeeping Battalion
(CENTRASBAT) and over 350 U.S. soldiers, under the observation of the Chairman of the U.S. Joint Chiefs of
Staff and the Commander-in-Chief of the U.S. Central Command (CENTCOM). All of the contacts that took
place in FY 2000 encouraged the development of professional and apolitical armed forces capable of legitimate
self-defense and of contributing to international peacekeeping operations. These contacts have also helped
develop long-term institutional relationships between Kazakhstan and the United States, and promoted
substantive dialogue on important defense topics. Approximately 30 events are projected under the Military-to-
Military Contact Program in FY 2001. These include four exercises: one in Germany and three in Kazakhstan.

U.S. Department of Defense (DoD) — Defense Reform Initiatives: DoD’s defense reform initiatives in
Kazakhstan in FY 2000 included visits to follow up on a defense resource management study, as well as visits
to follow up on exchange programs focusing on defense planning, defense resource planning, defense logistics
information and defense-related environmental issues.

International Military Education and Training (IMET) Program: In FY 2000, U.S. State Department-funded
IMET programs promoted democratic and free-market concepts in the operations of Kazakhstan's Armed
Forces. IMET-funded activities under the state partnership program with the Arizona National Guard further
contributed to these goals. Kazakhstan was allocated $566,000 for IMET programs in FY 2000, which was used
to fund English-language training, as well as U.S.-based military training programs for 18 Kazakhstani officers.
With the completion of three English-language labs, the focus of IMET in FY 2001 will be on further English-
language training and basic non-commissioned officer courses to help establish a professional military force.

Foreign Military Financing (FMF) Program: Kazakhstan continues to play an increasingly active role in
NATO'’s Partnership for Peace (PFP) programs. In FY 2000, Kazakhstan was allocated $1.5 million in FMF
funding for procurement of non-lethal military equipment. Procurement actions were initiated for the last
elements of a computer-based interactive English language lab and a $2.5 million RACAL communications
equipment package. An additional $290,000 was used to purchase equipment for Kazakhstan's KAZBAT
Peacekeeping Battalion. The Government of Kazakhstan has expressed interest in utilizing FY 2001 FMF funds
to equip KAZBAT with military vehicles and global positioning satellite (GPS) systems.

Social Sector and Humanitarian Programs

USAID Health-Care Reform Programs: In FY 2000, USAID made considerable progress toward its objective
of increasing access to quality primary health care in Kazakhstan. USAID-funded family doctor training was
initiated in Atyrau, Aktau, Kustanai and Kokchetau. The popular open-enroliment campaigns that allow patients
to choose their own doctors were also expanded with USAID support. With USAID assistance, the Kazakhstani
Government’s Interagency Working Group completed a reproductive health policy paper and presented it to the
Kazakhstani Government as a recommended basis for contraceptive policy and a decree on reproductive rights.
A hotline for reproductive health issues was extended to Temirtau, the epicenter of Kazakhstan’s rapidly
increasing HIV/AIDS problem. Another important initiative addressing the potential spread of HIV/AIDS
throughout Central Asia was the first pilot project on the syndromic management of sexually transmitted
diseases (STDs) in the city of Zhezkazgan. Family doctors in Zhezkazgan were trained to diagnose and treat
STDs according to World Health Organization (WHO) protocols. Family doctor intervention contributed to a 60-
percent increase in the number of treatments for gonorrhea infections. In addition, U.S. Government support for
implementation of the internationally recognized Directly Observed Therapy Short Course (DOTS) tuberculosis
treatment program contributed to a continued decrease in Kazakhstan’s tuberculosis mortality rates, which
declined by 20 percent in 1999 and continued to decrease during the first six months of 2000. However, despite
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this success, changes in leadership at Kazakhstan’s Agency for Health Affairs (AHA) led to a decrease in the
Kazakhstani Government’s support for USAID-supported tuberculosis control efforts. The extent of changes
that might be made to the government’s anti-tuberculosis program remained unclear, but the AHA’s new leaders
expressed doubts about the DOTS program and indicated that they plan to reinitiate at least some aspects of
the former Soviet tuberculosis treatment regime.

U.S. Department of Agriculture (USDA) — Food Aid Programs: In FY 2000, USDA made available to
Kazakhstan a $10 million GSM-102 commercial financing program as well as a $10 million credit supply
program. In addition, the people in the Aral Sea Region were the recipients of approximately $1.3 million in food
assistance furnished through a USDA-funded program administered through the American Red Cross.

U.S. Department of State — Operation Provide Hope: In FY 2000, the Humanitarian Programs Division of the
Office of the Coordinator of U.S. Assistance to the NIS facilitated the delivery of $10.26 million in humanitarian
commodities to target groups in most need at a cost to the U.S. Government of approximately $1.04 million.
These commodities were distributed through U.S. private voluntary organizations, including Counterpart
International and Project Hope.

Cross-Sectoral Programs

Atyrau Regional Initiative: In FY 2000, the U.S. Government’'s Regional Initiative (RI) in Atyrau continued to
serve as a pilot effort to demonstrate the kinds of results that can be achieved by heavily concentrating a wide
array of assistance activities in a single region. Booz-Allen and Hamilton, a USAID contractor, worked with
public and private institutions to identify barriers to trade and investment in the Atyrau Akimat (Region),
producing a 10-volume guide on the rights of small businesses in Kazakhstan. In addition, the USAID-funded
Carana Corporation offered training in modern accounting methods for practicing accountants and regional
accounting educators. Also with USAID support, the International Executive Service Corps (IESC) provided
training in business methods and management to small and medium-sized enterprises, and Project Hope
helped local medical professionals diagnose and treat tuberculosis. The State Department’s Bureau of
Educational and Cultural Affairs (ECA) supported a university partnership between the Atyrau Oil and Gas
Institute and San Diego State University. In addition, the State Department’s Internet Access and Training
Program (IATP) opened a public-access Internet site in Atyrau. These and other U.S. Government-supported
activities in Atyrau were complemented by several projects funded by the Chevron Corporation, including a
business advisory center and a small loan program administered by European Bank for Reconstruction and
Development (EBRD).

Eurasia Foundation: In FY 2000, the Eurasia Foundation’s regional office in Almaty awarded 60 grants totaling
over $868,500 to Kazakhstani NGOs working in the areas of civil society-building, private enterprise
development and public administration and policy. (For more detail, please see Eurasia Foundation section in
Part 11l of this report.)

Peace Corps: In FY 2000, Peace Corps programs in Kazakhstan concentrated on four sectors: teaching
English as a foreign language, economic development, public health and environmental education. As of the
end of FY 2000, 158 Peace Corps volunteers (PCVs) were serving two-year terms of service in 13 of
Kazakhstan's 14 akimats (regions), working with Kazakhstani colleagues in local organizations. Since 1993,
nearly 500 PCVs have served in Kazakhstan.

Teaching English as a Foreign Language (TEFL): TEFL volunteers provided assistance with English-
language teaching and educational resource development. The majority of TEFL volunteers were teaching
secondary school students, while others taught English at the university level. In addition, TEFL volunteers
conducted workshops for local teachers on using different methodologies and content-based lessons,
helped write grant applications, and helped obtain access to information. In collaboration with the Soros
Foundation, PCVs helped establish English teachers’ associations and resource centers, as well as training
local teachers to run NGOs. With support from PCVs, local teachers and school staff developed planning
and fund-raising skills that will help their associations and NGOs achieve self-sustainability. PCVs provided
information resources, consulting and training assistance to seven information resource centers throughout
Kazakhstan. These information centers were originally established to support learning of the English
language, but have subsequently become a source of information on a variety of subjects and are now
serving a wider-ranging clientele. The main problems faced by TEFL volunteers continued to be resistance
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to change, restricted resources and a lack of local funds. However, as a result of working with PCVs, local
teachers and principals have become more open to new ideas and made considerable changes and
improvements to their curricula, libraries and teaching techniques.

Economic Development Volunteers: Knowledge of Western business practices is in great demand in
Kazakhstan, and there continues to be a shortage of local teachers trained in these subjects. Since 1993,
economic development PCVs have been teaching Western business techniques to Kazakhstani
entrepreneurs and students in secondary and post-secondary institutions. In just over six years, economic
development PCVs have taught business skills to more than 2,000 Kazakhstanis. Students, teachers and
entrepreneurs learned Western business skills, ranging from business-plan creation, small-business start-up
and sustainability to the more general transfer of knowledge on business-related subjects.

Public Health Volunteers: Public health PCVs focused on maternal, child and youth health, including
HIV/AIDS awareness, sex education, and the transition from curative medicine to preventive health care.
PCVs helped develop family practice concepts, as well as the organizational and management skills of
nascent health NGOs and family practice clinics. In addition to working in AIDS centers, clinics and local
NGOs, PCVs also implemented independent secondary projects such as teaching health classes in schools
and organizing community events for occasions such as World AIDS Awareness Day and health fairs.

Environmental Education Volunteers: Environmental education PCVs worked in Kazakhstani secondary
schools, universities and NGOs, helping local teachers develop environmental curricula, with an emphasis
on training teachers in lesson planning. The PCVs also helped establish and manage environmental NGOs,
providing training and start-up assistance to NGO members, including assistance with project planning and
management. With resources provided by the PCVs, these NGOs were able to increase their contacts with
other Kazakhstani and international environmental NGOs, giving them access to updated environmental
data, techniques and information; additional staff training; and project funding. PCVs conducted
environmental projects in their host communities, such as summer ecological camps, Earth Day events,
cleaning riverbanks and other environmental awareness projects.

Programs Promoting the Objectives of the Silk Road Strategy Act (SRSA) of 1999

In FY 2000, a number of U.S. Government-funded assistance programs contributed to the objectives laid out in
the SRSA—promoting reconciliation and recovery from regional conflicts; fostering economic growth and
development; promoting infrastructure development; increasing border control capabilities; and promoting
democracy, tolerance, and the development of civil society. Please see the above sections for numerous
examples of programs that contributed to one or more of these objectives.

Preview of FY 2001 Programs

In FY 2001, the U.S. Government will continue to focus on providing assistance directly to Kazakhstan’s regions
through the Atyrau Regional Initiative and in Southern Kazakhstan. The U.S. Government will also continue to
highlight assistance in the areas of counter-terrorism, counter-narcotics, nonproliferation, export control and
border security. Ongoing programs under the Central Asia Border Security Initiative will continue to be
expanded. The Government of Kazakhstan has expressed interest in acquiring radar equipment through the
Excess Defense Articles (EDA) Program in FY 2001. The U.S. Embassy in Almaty is looking into the feasibility
of procuring these items.

In FY 2001, USAID’s assistance priorities will include assistance to promote enterprise growth, civil society
development, information dissemination, improved health care and environmental management. Secondary
priorities will include local government and fiscal reform. In the area of enterprise growth, USAID will focus on
improving the business environment and business-related education in Kazakhstan, tax and budgetary reform,
and financial mechanisms such as insurance, mortgages and micro-credit. In the area of civil society
development, USAID will place a greater emphasis on the sustainability of civic organizations while continuing to
strengthen NGOs’ capacity to engage in citizen advocacy. In particular, USAID will devote more attention to
information dissemination and civic education activities, especially those targeted at youth. In addition, USAID
will make a special effort to increase the knowledge of health providers and patients, particularly about
preventive health care, infectious diseases and reproductive health. USAID will direct its environmental efforts
at increasing citizen participation in key decisions, building the capacity of local governments to manage

58



environmental issues, and improving the national policy framework. USAID will also continue to focus on
energy efficiency, regional water management, and the impacts of oil and gas development on the Caspian Sea.

KYRGYZSTAN

Political Overview

Kyrgyzstan's most significant political events of 2000 were the parliamentary elections held in February-March,
the return of armed insurgents in August-September, and the presidential election held in October. Although
Kyrgyzstan generally has the legislative basis to be able to conduct free and fair elections, international
observers concluded that the conduct of both the parliamentary and presidential elections was seriously flawed,
did not meet international standards and constituted a setback in Kyrgyzstan’s democratic reform process. In
the run-up to both elections, the Kyrgyz Government took numerous actions that disadvantaged opposition
candidates and political parties. The government also put pressure on the country’s independent media and
civil society organizations, although some of them were nevertheless able to engage in certain election-related
activities. For the second year in a row, Kyrgyzstan’s security was threatened by a group of armed insurgents
led by the Islamic Movement of Uzbekistan (IMU), who entered southern Kyrgyzstan in August with the goal of
crossing into Uzbekistan and overthrowing the Uzbekistani Government. The insurgents took several foreign
tourists hostage, including four Americans. All of the foreign hostages escaped unharmed, although several
Kyrgyz soldiers captured with them were executed. The Kyrgyz Armed Forces managed to push the insurgents
out of the country with minimal use of force and appropriate concern for the civilian population. Although the
Kyrgyz Government was better prepared for this year’s incursion and dealt with it successfully, Kyrgyzstan’'s
southern border remains vulnerable to renewed incursions.

The parliament elected in Kyrgyzstan in FY 2000 was not as assertive as the previous parliament had been
against the dominance of executive-branch power in Kyrgyzstan’s political system. The combination of many
newly elected, inexperienced members of parliament, together with a widespread preoccupation with
presidential politics leading up to the October election, resulted in a largely ineffective parliamentary session.
However, the judicial branch remained Kyrgyzstan's weakest branch of government. Despite extensive reforms
in the court system and a large body of new law, the executive branch continued to dominate the judiciary. The
Kyrgyz Government used the judicial process to eliminate key political opposition leaders from participating in
both the parliamentary and presidential elections, thus narrowing the range of choices available to voters.
Kyrgyzstan’s independent media also came under increased government harassment and pressure in the form
of judicial proceedings, tax investigations, raids and interrogations, and interference with programming.
Religious tolerance was practiced widely, although some religious groups occasionally experienced bureaucratic
difficulties when trying to register.

Economic Overview

Kyrgyzstan is a landlocked country with limited natural resources and industrial production. After years of
economic decline exacerbated by the 1998 Russian financial crisis, Kyrgyzstan’s economy has recovered slowly
and enjoyed monetary stability and modest overall growth in FY 2000. After decreasing to 16.8 percent in FY
1997 and FY 1998 and rising sharply to 39.9 percent in 1999, Kyrgyzstan's inflation rate stabilized at a low 5.8
percent for the first nine months of 2000. Annualized interest rates on 12-month government bonds approached
40.1 percent as of October 2000, and commercial lending rates at 32.5 percent per annum in som (the national
currency) and 24.3 percent in foreign currency were too high to encourage business development. Gold
revenues remained weak throughout 2000. However, the som remained stable, with the current exchange rate
of 48 to the dollar virtually unchanged during FY 2000. Unemployment rates remained stubbornly high
throughout the country, particularly in the Osh Region in southern Kyrgyzstan. In 2000, Kyrgyzstan's economic
growth rate is expected to reach 6.3 percent—a major reversal from the negative growth rates of 1998 and

1999.

Although about 60 percent of Kyrgyzstan's economy was in private hands by 1997, there has been virtually no
further privatization since that time. The political will to forge the compromises necessary to advance
privatization in key "crown jewel" sectors such as telecommunications, energy and mining is still lacking. One
positive development was the growth of Kyrgyzstan's stock market, which was established with USAID support
and which registered a total volume of trade in 1999 of $6.32 million—5.3 times greater than in 1998. Having
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become the first NIS country to join the World Trade Organization (WTQO) in December 1998, Kyrgyzstan
continued to work on meeting its post-accession requirements and commitments during FY 2000, receiving
targeted U.S. Government assistance in this area.

Overview of U.S. Government Assistance

In FY 2000, the U.S. Government provided an estimated $66.09 million in assistance to Kyrgyzstan, including
$30.10 million in FREEDOM Support Act assistance, $14.70 million in U.S. Department of Agriculture (USDA)
assistance, $3.47 million in other U.S. Government assistance, and $17.83 million in U.S. Defense Department
excess and privately donated humanitarian commodities. U.S. Government-funded assistance programs
focused mainly on economic reform, democratic reform, social transition, and security initiatives. As has been
the case for the past several years, although the Kyrgyz Government was generally very receptive to U.S.
Government-funded assistance programs, it did not always follow through with full institutional support.

Trade and Investment, Business and Economic Development Programs

Central Asian-American Enterprise Fund (CAAEF): Currency devaluation, incomplete privatization, and a
weak, under-capitalized banking system have resulted in diminished opportunities for profitable equity
investments in Kyrgyzstan. Therefore, the CAAEF’s activities during FY 2000 focused on small and micro-
lending to Kyrgyz businesses. (Please see USAID Micro-Lending Programs section below).

USAID Support on WTO-Related Issues: In FY 2000, USAID continued to assist the Kyrgyz Government with
WTO post-accession implementation issues and provide ad hoc advice. The focus of this assistance has
shifted to promoting the regional exporting of goods produced by small and medium-sized enterprises (SMESs)
and to marketing issues. USAID is also helping Kyrgyzstan's State Customs Inspectorate modernize and
simplify its customs procedures and establish a post-import audit team that will carry out audits in collaboration
with the State Tax Inspectorate.

USAID Accounting Reform Programs: From April 1999 through September 2000, a total of 5,048
accountants, auditors, trainers, teachers, regulators, information technology specialists, tax inspectors and
students completed the 60-hour financial accounting course offered through USAID's accounting program,
which was implemented by Carana Corporation with the assistance of local training providers. In addition, over
10,500 accounting students in 40 universities completed the academic version of the course during the 1999-
2000 academic year.

USAID Fiscal Reform Programs: In FY 2000, USAID helped Kyrgyzstan’s Ministry of Finance and Tax
Inspectorate formulate and implement economic restructuring policies. This assistance included an analysis of
the new tax code, technical assistance for the development of an automated tax information system, and
assistance with government budget planning and the formulation of budget policies at the national and local
levels. In addition, USAID-funded advisors are working with the Office of the President and the Kyrgyz
Parliament to improve the budget process.

USAID Land Reform Project: USAID is seeking to help establish the institutional infrastructure for private land
ownership in Kyrgyzstan. This effort involves facilitating the implementation of private land ownership and the
development of supporting institutions and administrative systems to ensure that the benefits of private land
ownership accrue to the new landowners. USAID’s Land Reform Project is leveraging its achievements in land
reform by working closely with the USAID-funded Project on Legal Infrastructure, implemented by Associates in
Rural Development (ARD)/Checchi. This synergy among USAID-funded projects will extend the reach of
ARD/Checchi’s judicial training and create practical implementation manuals, which will help land-market
participants understand their rights of ownership and how they can utilize these rights in a practical economic
sense.

USAID Regional Small and Medium-Sized Enterprise (SME) Development Project: USAID launched a new
SME Development Project for Central Asia in fall 2000. Managed by the Pragma Corporation, the project will
develop business training courses, provide business advisory services and facilitate the development of

business associations and business advocacy. This project is one component of a larger regional effort in
Kazakhstan, Kyrgyzstan, Uzbekistan, Tajikistan and Turkmenistan to improve the environment for SMEs and
enhance their managerial capabilities.
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USAID Micro-Lending Programs: With USAID support, the Foundation for International Community
Assistance (FINCA) is developing sustainable savings and micro-credit services in the regions of Chui, Osh,
Jalalabad, Issyk Kul, Naryn and Batken. Since the program’s inception, $19.8 million in loans has been
disbursed to 131,269 clients, 90 percent of whom are women. In addition, FINCA continues to expand its Small-
Enterprise Loan Program, which has disbursed over $757,000 while maintaining a repayment rate of over 98.6
percent. As of the end of FY 2000, 602 of FINCA's small-enterprise clients had a total of $148,335 in loans
outstanding. In addition to the assistance provided by FINCA, Mercy Corps International (MCI) is implementing
an SME credit program funded by the Central Asian - American Enterprise Fund (CAAEF). Through offices in
Bishkek, Osh and Jalalabad, MCI disburses loans ranging from $500 to $25,000 for terms of three months to
two years with a 35-percent annual interest rate, to support SME activity. During its two years of operations, the
MCI program has disbursed 1,043 loans totaling $4.7 million. Agricultural Cooperative Development
International/Volunteers in Overseas Cooperative Assistance (ACDI/VOCA) began providing rural credit in the
Osh Region in 1997 in the form of seasonal agricultural loans and working capital loans for micro-, small and
medium-sized enterprises engaged in animal-fattening and stall-feeding. In FY 2000, ACDI/VOCA disbursed
361 loans totaling $ 590,000 in Chui, Jalalabad and Osh. ACDI/VOCA prices all of its loans at market rates and
has a current portfolio yield of 29 percent, an average loan term of 10 months, and an average loan recovery

rate of 83 percent. In addition, ACDI/VOCA facilitated the registration of the Bai Tushum Financial Foundation,
a not-for-profit organization dedicated to promoting the social and economic development of rural and urban
sectors. The Foundation provides loans, technical assistance and related services to individuals and
institutions, investing in organizations that advance its goals and objectives. All income generated through the
Foundation’s operations will be reinvested into the Foundation for further lending.

Training and Exchange Programs

Since FY 1993, U.S. Government-funded exchange programs have brought some 1,850 Kyrgyz citizens to the
United States for short-term professional or long-term academic training, including some 215 in FY 2000 alone.
These programs give participants an opportunity to develop their skills and establish valuable contacts with U.S.
counterparts.

U.S. Department of State — Public Diplomacy Exchanges and Partnerships: In FY 2000, approximately
140 Kyrgyz citizens traveled to the United States under academic and professional exchange programs
administered by the U.S. Embassy’s Public Affairs Section in collaboration with the Bureau of Educational and
Cultural Affairs (ECA). Academic exchange programs included approximately 65 participants in long-term (one
academic year or longer) high school, undergraduate, graduate exchange programs. Five Kyrgyz Fulbright
scholars traveled to the United States, and three U.S. Fulbright scholars came to Kyrgyzstan in FY 2000. In
addition, the Public Affairs Section actively supported university partnerships with the goals of training faculty
and administrators and developing or revising programs of study at institutions of higher education in
Kyrgyzstan. FY 2000 saw the completion of the first full academic year of a three-year partnership between the
American University in Kyrgyzstan and Indiana University in six social science and professional fields. Notably,
the provost of the American University of Kyrgyzstan was recently appointed Kyrgyzstan's Minister of Education.
Another partnership between the University of Michigan and the International University of Kyrgyzstan is
ongoing in the field of education. Over 30 Kyrgyz participants in key fields traveled to the United States under
the International Visitor (IV) Program to meet with U.S. counterparts and enhance their skills. Among the other
professional programs organized by the ECA Bureau was a women’s leadership program.

USAID Training: In FY 2000, USAID trained over 900 Kyrgyz citizens in the areas of economic restructuring,
democratic reform and social stabilization: some 730 in in-country programs, 150 in third-country programs and
50 in U.S.-based programs. As of the end of FY 2000, over 2,800 Kyrgyz citizens had participated in USAID-
funded training programs. In addition to working with the Kyrgyz Government to provide trainers for municipal
training centers in international accounting standards (IAS), USAID also funded training on the topics of fiscal
reform, accounting standards, court administration, family medicine and health reform, legislative drafting, and
NGO-sector development.

U.S. Department of Agriculture (USDA) — Cochran Fellowship Program: Under USDA's Cochran Program,

18 Kyrgyz participants completed agricultural training in the United States in FY 2000. (Please see the U.S.
Department of Agriculture — Cochran Fellowship Program section in Part Il of this report.)
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U.S. Department of Commerce — Special American Business Internship Training (SABIT) Program: In FY
2000, the SABIT Program provided internships for four Kyrgyz participants. (Please see the U.S. Commerce
Department - SABIT section in Part Il of this report.)

Democracy Programs

USAID Democracy Programs: In FY 2000, USAID-funded democracy programs continued to focus on
increasing citizen participation in economic and political decision-making processes, by supporting civic
initiatives and providing training for NGO and community leaders at the local level. During the run-up to
Kyrgyzstan's problematic parliamentary and presidential elections, USAID provided financial and technical
assistance to Kyrgyz NGOs engaged in voter education and domestic monitoring efforts, as well as limited
technical assistance to the Central Election Commission (CEC). In addition, USAID funded a small civic-
participation grant competition to promote non-partisan voter education, voter mobilization, and media
monitoring projects. Although Kyrgyzstan has a progressive legislative basis to facilitate the role of NGOs and
political parties in the country’s democratic development, Kyrgyz Government restrictions and pressure over the
past year have made it increasingly difficult for these groups to play that role.

Democracy Fund Small Grants Program: Under this program administered by the U.S. Embassy’s Public
Affairs Section, the U.S. Embassy’s Democracy Commission awarded 12 grants totaling $80,000 in support of
women'’s and students’ organizations, independent media, civic and legal education, public debates promoting
civil society development, and media coverage of election issues. The Public Affairs Section is working with
USAID to enhance the Democracy Commission’s outreach to Kyrgyzstan’s regions.

U.S. Department of State — Law Enforcement Training: In FY 2000, the Bureau of International Narcotics
and Law Enforcement Affairs (INL) and its partner U.S. Government law enforcement agencies provided
approximately $120,000 in law enforcement training to Kyrgyzstan, focusing on customs, non-proliferation and
narcotics interdiction.

Security Programs

In FY 2000, U.S. Government-funded security assistance to Kyrgyzstan focused on nonproliferation, border
security, regional security and peacekeeping. The repeated incursions by militants into southwest Kyrgyzstan,
combined with ongoing events in Southwest Asia and the Northern Caucasus, drew attention to the need to
enhance the export control and border security capabilities of Kyrgyzstan and its neighboring Central Asian
states. To this end, during her April 2000 visit to Bishkek, Secretary Albright announced that up to $3 million in
U.S. assistance would be provided under the Central Asian Border Security Initiative (CASI) through security
assistance programs focused on anti-terrorism and interdicting the smuggling of weapons of mass destruction,
dual use weapons, and narcotics. Kyrgyzstan participates in NATO's Euro-Atlantic Partnership Council and the
Partnership for Peace, and was an early supporter of the Central Asian Peacekeeping Battalion concept. In FY
2000, the Government of Kyrgyzstan continued to regularly attend and actively participate in regional and
multilateral fora on security, including those sponsored by the United Nations, the Organization for Security and
Cooperation in Europe (OSCE) and the U.S. Government.

U.S. Department of State — Export Control and Related Border Security (EXBS) Program: In FY 2000, the
U.S. Government provided $2.99 million in EXBS assistance to Kyrgyzstan—the largest of the programs under
the Central Asian Border Security Initiative (CASI). This assistance focused on providing equipment, training
and infrastructure support to develop and strengthen border security detection, interdiction and enforcement
capabilities of customs, border guard and other border security and law enforcement organizations. Assistance
also includes support for a dedicated communications link to facilitate Kyrgyzstan's exchange of information with
its neighbors on border security problems and transnational threats. In May 2000, intensive discussions were
held between U.S. and Kyrgyz customs, border guard, law enforcement and counter-terrorism officials to identify
and agree on assistance priorities. Priority assistance included portable communications systems (radios),
night-vision goggles, mountaineering equipment and training, radiation detectors and narcotics testing kits. As
of the end of FY 2000, plans were in place for an EXBS program advisor to be assigned to the U.S. Embassy in
Bishkek and initial equipment deliveries and training were completed. Kyrgyzstan has agreed to host the next
U.S. Commerce Department-sponsored Central Asia and Caucasus Regional Forum in spring 2001.
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U.S. Department of Defense (DoD) — Cooperative Threat Reduction (CTR or “Nunn-Lugar” Program):
A minimal amount of assistance has been provided to Kyrgyzstan under the CTR Program. Approximately
$280,000 was allocated to Kyrgyzstan under the CTR Program to support military-to-military contact programs
managed by the U.S. Central Command (CENTCOM).

Foreign Military Financing (FMF), Partnership for Peace: In FY 2000, Kyrgyzstan received $1.0 million
under the FMF Program. The Kyrgyz Government used these and prior-year funds to purchase items such as
150 sets of night vision goggles, five high-frequency radio base stations, 300 sets of load-bearing equipment
and 3,000 desert camouflage uniforms. Under Partnership for Peace (PFP) programs jointly sponsored by
NATO and the U.S. Government's Warsaw Initiative, Kyrgyz military officials attended planning conferences,
joint exercises and other events. Kyrgyzstan was allocated an estimated $250,000 in Warsaw Initiative funding
for NATO/PFP exercises in FY 2000.

International Military Education and Training (IMET) Program: Kyrgyzstan is an enthusiastic participant in
NATO's Euro-Atlantic Partnership Council and the Partnership for Peace, and was an early supporter of the
Central Asian Peacekeeping Battalion (CENTRASBAT) concept. Since August 1994, over 70 Kyrgyz officials,
both military and civilian, have attended training programs at DoD’s George C. Marshall Center in Germany. In
FY 2000, Kyrgyzstan expended $363,000 in IMET funds. Under the IMET Program, nine Kyrgyz military officers
from the Ministry of Defense (MOD), Kyrgyz National Guard (KGNG), and Ministry of Emergency Situations and
Civil Defense (MES) received a full year of English-language instruction and follow-on military training. The
MOD, KGNG and MES also participated in a state partnership program with the Montana National Guard, which
included medical assistance visits, basic infantry training, and mountain rescue and survival training. IMET-
funded English language laboratories have been established at the MOD, KGNG and MES, with a fourth
language lab to be installed at peacekeeping battalion headquarters at Koi Tash in FY 2001. Also in FY 2001,
an Expanded IMET (E-IMET) seminar on civil-military relations will be held in Bishkek with participants from the
MOD, the Military Court, the Parliament, the Presidential Administration, and other military and civilian
organizations.

U.S. Department of State — Other Non-Proliferation Programs: In FY 2000, Kyrgyzstan participated in
research projects as a member of the U.S. Government-supported International Science and Technology Center
(ISTC), as well as in projects supported by the U.S. Civilian Research and Development Foundation (CRDF).

Energy and Environmental Programs

USAID Power-Sector Programs: With the assistance of USAID-funded advisors provided by the PA
Consulting Group, the Government of Kyrgyzstan adopted an action plan for the restructuring of state
companies in the power sector. In addition, the Government approved a structural reform loan from the
International Development Association (IDA), which included the conditions recommended by USAID-funded
advisors, for initiating and carrying out the privatization of the country’s power distribution companies. The State
Energy Agency, an independent regulatory body set up with the assistance of USAID-funded advisors, received
additional training in the following subjects: data management, Internet, English language, conducting public
hearings, privatization, restructuring and unbundling. In addition, USAID-funded advisors helped prepare a
regulatory information manual for the State Energy Agency.

USAID Water Management Programs: In FY 2000, Kyrgyzstan's water managers developed and received
training in the use of a regional water-use optimization model for the Syr Darya Basin. This model will help
water managers plan the use of water resources for both energy and irrigation purposes in the region. Several
training projects took place in FY 2000, including one that gave Kyrgyz participants a chance to tour local-level
water management facilities and water user associations in the United States.

Social Sector and Humanitarian Programs

USAID Health-Care Reform Programs: Kyrgyzstan continued to move forward in implementing all the
components of a new health reform model designed and tested by USAID, which emphasizes integrated quality
health care at the primary level. In close collaboration with the World Bank, USAID continued to replicate the
Issyk Kul family group practice (FGP) demonstration project on a nationwide scale: 409 family group practices
are now operating, family group associations have been created, and a new clinical information system has
been introduced. In addition, clinical training was provided to FGP physicians and nurses in four oblasts
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(regions) and Bishkek, and USAID supported the implementation of medical marketing and health promotion
campaigns. By June 2000, over 85 percent of the population was enrolled in FGPs. The population database,
based on enroliment, was strengthened and began to be used as the basis for capitated-rate payment (based
on a fixed cost per person) to health-care service providers. In June 2000, the FGPs incorporated infectious
disease control and reproductive health in their list of priority areas.

USAID Infectious Disease Programs: In FY 2000, USAID supported anti-tuberculosis activities through the
U.S. NGO Project Hope and anti-hepatitis activities through the U.S. Centers for Disease Control and
Prevention (CDC). Project Hope provided clinical and laboratory training in tuberculosis treatment methods in
Bishkek, Osh and Jalalabad. CDC continued to strengthen and monitor sentinel surveillance sites in Bishkek,
Jalalabad and Naryn and provided guidance on receiving assistance from the Global Alliance for Vaccines and
Immunizations (GAVI) to introduce hepatitis-B vaccine.

USAID Health Partnership Program: In FY 2000, USAID continued to fund the American International Health
Alliance’s (AIHA) Health Partnership Program in Kyrgyzstan. An AIHA-supported partnership between the
Kyrgyz Medical Academy and the University of Nevada School of Medicine is focusing on developing primary
health care, with an emphasis on educating health professionals. The project is concentrating on faculty and
curriculum development, and on producing related educational materials, for training and retraining community-
based primary care practitioners, nurses and health-care administrators.

U.S. Department of Agriculture (USDA) — Food Aid: In FY 2000, USDA allocated $12 million for the
provision of approximately 60,000 metric tons of wheat to the Government of Kyrgyzstan. In addition, under an
FY 1999-funded program, approximately $ 6.9 million in targeted food was delivered through three U.S. private
voluntary organizations: Agricultural Cooperative Development International/Volunteers in Overseas

Cooperative Assistance (ACDI/VOCA), the American Association of the Hematologists of the World for Children,
and Mercy Corps International.

U.S. Department of State — Operation Provide Hope: Since 1992, the Humanitarian Programs Division of the
Office of the Coordinator of U.S. Assistance to the NIS has provided $132 million in humanitarian assistance to
Kyrgyzstan. In FY 2000, the Coordinator’s Office expended $1.12 million in transportation and grant funds to
deliver $17.83 million in targeted humanitarian assistance to the people of Kyrgyzstan. A number of small and
medium-sized cargoes were delivered though U.S. charitable organizations, but the majority of this assistance
was delivered in the form of high-value pharmaceuticals by the private voluntary organizations (PVOSs) CitiHope
and Provide Hope and in the form of U.S. Defense Department excess property through Counterpart

International.

Cross-Sectoral Programs

Peace Corps: In FY 2000, 65 Peace Corps volunteers were working in Kyrgyzstan. The volunteers worked
primarily in rural parts of the country, focusing on small-business development, English language teaching and
environmental education.

Eurasia Foundation: In FY 2000, the Eurasia Foundation’s regional office awarded 17 grants totaling
approximately $270,800 to Kyrgyz NGOs working in the areas of civil society-building, private enterprise
development, public administration and public policy. (Please see Eurasia Foundation section in Part Ill of this
report.)

Programs Promoting the Objectives of the Silk Road Strategy Act (SRSA) of 1999

In FY 2000, a number of U.S. Government-funded assistance programs contributed to the objectives laid out in
the SRSA—promoting reconciliation and recovery from regional conflicts; fostering economic growth and
development; promoting infrastructure development; increasing border control capabilities; and promoting
democracy, tolerance, and the development of civil society. Please see the above sections for numerous
examples of programs that contributed to one or more of these objectives.
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Preview of FY 2001 Programs

The U.S. Government will continue to provide extensive assistance to Kyrgyzstan to enhance its ability to
control its borders, prevent the proliferation of weapons of mass destruction and associated technologies and
expertise, and participate in regional peacekeeping formations and Partnership for Peace activities. Continuing
scientific collaboration programs will help prevent proliferation of weapons expertise and will redirect former
Soviet weapons experts to peaceful pursuits.

The U.S. Government will encourage Kyrgyzstan to move forward with economic reform and create a business
climate conducive to investment in order to decrease unemployment and thereby reduce the possibility that
disenchanted young people, particularly in southern Kyrgyzstan, will be attracted to the militant ideology of
Islamic insurgents.

Kyrgyzstan’s 2000 parliamentary and presidential elections underscored the vulnerability of the country’s NGOs
and independent media to government pressure and intimidation. Priority areas for U.S. Government-funded
democracy assistance will be providing training and resources for independent, non-partisan NGOs to further
develop their institutional capacities and expand their areas of activity. The U.S. Government will continue to
work to strengthen the civil society sector and support the development of grassroots organizations, as well as
encourage to greater citizen participation in efforts to make the Kyrgyz Government more responsive to the
needs of the Kyrgyz people. The U.S. Government will also continue its work to strengthen the independent
media and to help journalists further hone their professional skills, and will continue to engage students and
young professionals through academic and professional exchange programs.

In FY 2001, USAID will increase its activities in water management in Kyrgyzstan, conducting several training
courses on technology and policy issues. A program with the U.S. National Oceanic and Atmospheric
Administration (NOAA) will improve plan allocations and the ability to forecast water runoff. USAID will also
implement a pilot demonstration project on the management of a water district in the Ferghana Valley. USAID-
funded work on the development of trans-boundary agreements for shared water systems will also continue,
with the goal of reducing tension over the control and use of water resources.

MOLDOVA

Political Overview

Although the Moldovan Government continued to support democracy and human rights in FY 2000, the country
remained divided, with the region of Transnistria along the Ukrainian border controlled by separatist forces. The
self-proclaimed government of Transnistria displayed neither democratic principles nor adequate respect for
human rights. Since coming to power in December 2000, the Government of Prime Minister Dumitru Braghis
has made steady progress in continuing Moldova's transition toward democracy. In July 2000, the Moldovan
Parliament voted to amend the country’s constitution to change the political system from a presidential republic
to a parliamentary republic. Under the new system, the president will be elected by parliament rather than by
popular vote. The new system was tested in December 2000, and no candidate received the necessary number
of votes. Thus, action passed back to President Lucinschi, who has dissolved the parliament and called for new
parliamentary elections in February 2001.

Economic Overview

Moldova made steady progress on economic reform in FY 2000. The macro-economic situation stabilized
under the Braghis Government. Despite poor weather conditions that had a negative effect on agricultural
output, real GDP for the first half of the year was 1.7 percent greater than for the same period in 1999. After
considerably higher inflation in 1999, a cumulative inflation rate of 15.5 percent for the first nine months of 2000
confirmed a return to a more stable inflation pattern. Inflation was projected to be about 28 percent for the year.
Moldova’s national currency, the leu, remained within the 2000 Budget Law framework of between 12.3 and

13.0 leu per U.S. dollar. The Moldovan Government spent approximately one fourth of the consolidated budget
on public debt service. It also reduced external debt toward the Russian gas company Gazprom by $90 million.
However, Moldova continued to depend on foreign sources—Gazprom in particular—for its energy needs. The
electric energy supply situation has improved for most of the country, due to the privatization of three out of
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Moldova'’s five electricity distribution companies by the Spanish company Union Fenosa. The Parliament’s
approval of the privatization of the country’s tobacco and wine industries in October paved the way for the
resumption of World Bank and International Monetary Fund (IMF) programs. Although the IMF and the World
Bank decided in November 1999 to suspend $45 million in credit for budget support in 2000, the new Braghis
Government managed to keep the financial situation under control. The country’s large external debt—more
than a quarter of which is energy debt owed to Russia, Romania and Ukraine—amounted to nearly $1.5 billion
in 2000. Promoting economic growth and meeting its international debt payments are the two major challenges
facing Moldova in 2001.

Overview of U.S. Government Assistance

In FY 2000, the U.S. Government provided an estimated $106.82 million in assistance to Moldova, consisting of
$71.30 million in FREEDOM Support Act assistance, $13.11 million in other U.S. Government assistance, and
$22.42 million in U.S. Defense Department excess and privately donated humanitarian commodities.

Of the FREEDOM Support Act-funded assistance, USAID programs accounted for approximately $27.0 million,
with land privatization and energy-sector privatization continuing to be the main foci of USAID’s efforts. In
addition, the U.S. Government continued to provide a substantial amount of law enforcement, border control,
and non-proliferation assistance, as well as humanitarian demining assistance. Other humanitarian initiatives
included USDA's Section 416(b) Program, which provided wheat flour to Moldova, particularly benefiting the
country’s pensioners, and a $5 million USAID winter heat assistance program. In addition to helping the
neediest sectors of Moldova’s population, the U.S. Government continued to promote a competitive, market-
oriented economy, sound fiscal policies, transparent and accountable governance, and agricultural
development, notably through partnerships.

Training and Exchange Programs

Since FY 1993, U.S. Government-funded exchange programs have brought over 2,000 Moldovan citizens to the

United States for short-term professional or long-term academic training, including some 350 in FY 2000 alone.

These programs give participants an opportunity to develop their skills and establish valuable contacts with U.S.
counterparts.

USAID Training Programs: In FY 2000, USAID provided training to over 7,000 Moldovan citizens in a wide
range of topics. USAID’s Commercial Law Project provided training in the methodology of legal reform and the
drafting of legislation, and the Fiscal Reform Project trained more than 1,000 Finance Ministry staff, tax
collectors and civil servants in the areas of macroeconomics, fiscal policy and tax administration. USAID’s
Banking Project trained National Bank officials, commercial bankers and their staff on bank supervision and
management, and the Accounting project provided training for over 500 enterprise accountants and financial
managers in managerial techniques. More than 5,500 individuals representing some 3,000 enterprises were
trained in various accounting disciplines. In addition, over 7,000 students were enrolled in the new USAID-
supported accounting curriculum. Some 300 training workshops and over 20 publications and textbooks in
various accounting fields were developed and offered in Romanian and Russian throughout the country. The
training of local authorities, new private farmers and rural residents continued under the USAID-supported
National Land Privatization (NLP) Program, with 34 different seminars on topics ranging from basic rights under
private land ownership to economic planning for farmers. Since its inception in April 1998, the NLP Program
has held almost 13,900 seminars for over 1.3 million participants, as well as individualized consultations and
training for over 100,000 farmers and local authorities. With support from the American Bar Association’s
USAID-funded Central and East European Law Initiative (ABA/CEELI), the Moldovan Law Center held 20
seminars in six cities nationwide for 448 lawyers, judges and prosecutors, and the Environmental Protection
Advocacy Center trained over 700 judges, lawyers and Environment Ministry employees on environmental
protection issues. The USAID-supported International Foundation for Election Systems (IFES) trained 780 poll-
workers through 13 regional seminars, and trained 30 election observers to monitor local elections and
referenda in 15 localities.
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U.S. Department of State — Public Diplomacy Exchanges: In FY 2000, some 310 Moldovans traveled to the
United States under academic and professional exchange programs administered by the U.S. Embassy’s Public
Affairs Section in collaboration with the Bureau of Educational and Cultural Affairs (ECA). Some 55 high school,
undergraduate and graduate students traveled to the United States on programs of one academic year or

longer. Professional exchange program topics included educational reform, the principles of a market economy,
agricultural reform, environment issues, the development of a free press, and the principles of transparent
governance and public service. For example, the Community Connections Program placed four groups of
Moldovan farmers in host communities in the United States, as well as groups of legal professionals and NGO
representatives and public administrators. Participants in the International Visitors (IV) Program included the
Deputy Minister of Foreign Affairs, the Deputy Minister of Justice, and members of the Moldovan Parliament.

U.S. Department of Agriculture (USDA) — Cochran Fellowship Program: In FY 2000, USDA’s Cochran
Program continued to support agricultural reform in Moldova, organizing short-term exchange programs for a
total of 17 Moldovan agriculturists. (Please see the U.S. Department of Agriculture — Cochran Fellowship
Program section in Part Ill of this report.)

U.S. Department of Commerce — Special American Business Internship Training (SABIT) Program:
In FY 2000, the SABIT Program provided internships for two Moldovan participants. (Please see the U.S.
Department of Commerce — SABIT section in Part Ill of this report.)

Trade and Investment Programs

USAID Commercial Law Reform Project: In FY 2000, USAID continued its efforts to develop a body of
market-based commercial law. To replace the country’s Soviet-era civil code, draft versions of a new civil code
in the Romanian and Russian languages were finalized with USAID support, at the request of the Speaker of the
Moldovan Parliament, and were introduced to the Parliament for discussion. USAID helped draft seven titles of
a unified and market-based tax code, six of which were approved by the Moldovan Government and five of
which were passed by the Parliament. The Commercial Law Project also focused on building the institutional
capacity of the Moldovan Parliament, Ministry of Justice and the country’s court system in the areas of
legislative drafting and the management of legal information centers, and provided training to staff members and
legal experts, including a U.S.-based program that gave Moldovan officials an opportunity to make contacts and
exchange views with their U.S. counterparts. Participants in the U.S.-based program included the Minister and
two Deputy Ministers of Justice, four chairpersons of parliamentary committees, the Chairman of the Economic
Court, the Chairman of the District Court, and law professors.

U.S. Department of Commerce — Commercial Law Development Program (CLDP): In FY 2000, CLDP
continued its efforts to help Moldova accede to the World Trade Organization (WTO) by providing technical
assistance and training to the Moldovan Parliament, Ministry of Justice and the court system in drafting
Moldova’'s new commercial law. (For more detail, please see Department of Commerce — CLDP in Part Il of
this report.)

Western NIS Enterprise Fund (WNISEF): In FY 2000, the WNISEF continued to provide equity investment to
support the development of small and medium-sized businesses, with the goal of demonstrating the potential for
investment in Moldova. In over five years of activity, the WNISEF has invested a total of $11.3 million in
Moldova for three projects: a glass manufacturing company, a beverage producing company and an agriculture
distribution center employing over 700 people. In FY 2000, two new WNISEF investments in a micro-lending
institution and the Moldova Agro-Ind-Bank were nearing conclusion, representing a total commitment of

$3 million.

Business Development and Economic Restructuring Programs

In FY 2000, the U.S. Government continued to promote agriculture-led growth as a basis for Moldova’s future
industrialization and export development. As of the end of the fiscal year, land reform approached completion,
with 915 out of 929 former collective farms finalizing the distribution of their land and property, 783 of them
having been completely liquidated, and 73 farms having been privatized under pilot farm privatization programs.
By the end of 2000, Moldova had privatized virtually all collective agricultural land (except for land in separatist-
controlled Transnistria), becoming the first NIS country to complete the privatization of agricultural land.

67



USAID Land Privatization Assistance: The National Land Privatization Program continued to be a central
component of USAID assistance to Moldova in FY 2000. Thus far, 773,000 individual landowners, including
145,000 independent farmers, have been issued 2.35 million agriculture land titles, including 477,000 issued to
independent farmers. Having designed a program to address the issue of collective farm debts in FY 1999,
USAID-funded advisors and their Moldovan staff played an active role in facilitating the program’s
implementation. Under this program, historic debts to state and private creditors are being paid off and settled
against social assets and other farm assets, with tax vouchers being issued to private creditors. The
remaining property is being distributed and the collective farms are being liquidated, allowing the new private
farms to operate debt-free. A total of 783 farms have been liquidated. Overall, the program has resolved over
$118 million in farm debts, both historical and current. To date, 1,840 enterprises have purchased their land,
including almost 2,200 land parcels totaling approximately 860 hectares, and almost 2,500 secondary land
sales. USAID also provided technical assistance for a pilot mortgage loan program involving two Moldovan
commercial banks and ten savings and credit associations (SCAs) and targeting small and medium-sized
farmers who wish to obtain credit to purchase agricultural land. The program successfully executed 26
mortgage loans through the commercial banks and another 13 loans through the SCAs.

USAID Private Farm Commercialization Program: In FY 2000, USAID and its implementing partner, the
Citizens’ Network for Foreign Affairs (CNFA), developed a strategy for assisting the new private farms emerging
from the National Land Privatization Program and in particular, the thousands of Moldovan private farmers who
are in urgent need of agricultural inputs, as well as technology, machinery services, markets, credit and a new
market-based agricultural infrastructure. The overarching objective of this program is to create a privately
owned crop and livestock input system geared to serve newly emerging private farmers at the village level and
subsequently to foster a profitable cash market for their locally produced goods. To begin meeting this need,
CNFA initially concentrated on developing five regional farm service centers. In FY 2000, a Private Farm
Commercialization Program was added to the Agribusiness Partnership Program to reach more directly the
small private farmer at the village level. Through this program, CNFA helped create 60 village-based model
milk-receiving stations, ten of which are cooperatively owned. CNFA also helped create a vegetable-marketing
association and a farm equipment dealership, and assisted with the development of village-based farm stores,
ten of which were established in FY 2000.

USAID Fiscal Reform Programs: Moldova achieved steady progress in fiscal reform in FY 2000. The USAID-
sponsored Center for Budgetary and Financial Analysis enhanced the Moldovan Parliament's capacity to
deliberate on the annual budget law and act on fiscal reform legislation. The new tax code advanced
significantly, with the effective implementation of the corporate and individual income tax and value-added tax.
The Law on Local Government Public Finance became effective on January 1, 2000. Progress in tax
administration helped increase tax collection by more than 40 percent in FY 2000 relative to FY 1999. The new
Budget Process Law, implemented for the 2000 budget, focused on better management and control of
expenditures through budget preparation and execution. Meanwhile, with USAID support, Moldova’'s new
computerized treasury system became fully operational in all ten regional treasury offices. Moldova’s nhew
excise and property tax laws will be implemented beginning in January 2001.

USAID Banking Reform Programs: In FY 2000, USAID provided the Supervision Department of Moldova’'s
National Bank with practical regulations in on-site inspection methodology, off-site analytical tools to provide
early warning of impending problems, and problem-bank resolution techniques. With USAID’s help, Moldova
achieved significant results in putting into place the fundamentals of an effective bank supervision system,
including the development of an on-site supervision manual and market-based regulations that began to
conform to Western standards. Moldova’s private commercial banks are playing an increasing role relative to
the country’s state-owned banks, with only two of twenty banks being partly owned by the state. Moldova’s
banking system is one of the leaders in banking sector reform in the region. In its 1999 Transition Report, the
European Bank for Reconstruction and Development (EBRD) recognized Moldova's progress, placing Moldova
in its top-rated group of former Soviet countries in the area of banking-sector reform.

USAID Accounting Reform Program: USAID’s Accounting Project focused on helping the Moldovan
Government draft and implement National Accounting Standards (NAS) and National Standards of Auditing
(NSA) based on international practices. The Government officially published 26 NSAs, and ten remaining
NSAs are due for publication in the near future. USAID also sought to build the capability of a self-sustaining
Association of Professional Accountants and Auditors (ACAP), whose membership has grown to over 1,500
members. Moldova is the first NIS country to be recognized as an associate member of the International

68



Federation of Accountants (IFAC). With the help of USAID training, an estimated 20,000 Moldovan
enterprises have converted to NAS, and over 10,000 students are presently enrolled in accounting courses
developed with USAID assistance at Moldova's institutions of higher learning.

USAID Telecommunications Regulatory Reform Program: In order to facilitate the future restructuring and
privatization of Moldova'’s telecommunications sector, in late FY 2000, USAID began providing advice on the
establishment and proper functioning of the National Agency for Restructuring in the Telecommunications
Sector, a new independent telecommunications regulatory body.

Democracy Programs

American Bar Association — Central and East European Law Initiative (ABA/CEELI): The USAID-funded
ABA/CEELI program continued to support the Judicial Training Center of Moldova, which trained 830 judges,
prosecutors, lawyers, investigators and other legal professionals in FY 2000. The Center also organized an
international conference on fundraising and the overall sustainability of training centers, which was attended
by participants from 17 countries. The ABA/CEELI-supported Moldovan Law Center held 20 seminars in six
cities for 448 lawyers, judges and prosecutors. In addition, the Law Center published 20 books, including
monographs, texts of legislation, legal guides, decisions of the Constitutional Court and the Court of Appeals,
with the last two volumes of a 23-book series containing all the international treaties that Moldova has ratified,
with commentary. ABA/CEELI also funded the publication of the first volume of expert commentary on
Moldova's Constitution, with authors from the bench, bar and academia. ABA/CEELI presented four seminars
in four cities to police, prosecutors, lawyers and judges on women's rights, published a series of pamphlets on
trafficking and violence against women and distributed them widely throughout the country. ABA/CEELI also
helped draft a new Law on Access to Information, and after its passage, printed its text in a booklet, together
with relevant excerpts from international conventions, the Moldovan Constitution, and the text of an important
decision on press freedom issued by Moldova’s Supreme Court in summer 2000. A total of 1,500 copies of
the booklet were printed and distributed to all of Moldova'’s judges and parliamentarians, as well as 200
journalists, including members of the Independent Journalism Center. ABA/CEELI also helped produce one
television and four radio broadcasts on the subject of corruption. (See also Energy and Environmental
Programs section below.)

International Foundation for Election Systems (IFES): With USAID support, IFES trained 780 poll-workers
through 13 regional seminars in FY 2000, and trained 30 election observers to monitor local elections and
referenda in 15 localities in Moldova. IFES organized an international conference on mass media; 50 electoral
training programs for 1,250 youth representatives of political parties; and 25 roundtables on elections, local
public administration and NGO development attended by more than 200 participants. IFES also printed six
issues of Civic Voice, a bimonthly Romanian- and Russian-language newsletter focusing on democracy-
building, 2,600 copies of a Guide to Public Office, and 600 copies of a brochure on the public-benefit status of
non-commercial organizations. IFES produced 57 “Civic Voice” radio shows and 22 “Voice of the Voter” radio
shows broadcast on the “Antenna C” radio station, which covers 60 percent of Moldova's territory. IFES also
helped draft laws on political parties, non-commercial organizations, and on the procedure of electing the
country’s president. IFES-Moldova also launched a website (www.ifes.md).

USAID Local Government Reform Project: The Government of Moldova has initiated extensive local
government reforms in the last three years, with the goal of strengthening local autonomy. USAID’s Local
Government Reform Project seeks to make this autonomy effective by facilitating fiscal decentralization,
municipal development, and democracy and governance. Since the Project’s inception in February 2000,
USAID-funded experts have reviewed existing legislation on local governments and identified needed changes
and improvements. They are now preparing drafts of amendments and new legislation to remove conflicts,
gaps, and ambiguities in the laws. USAID-funded manuals and training programs have helped mayors make
better use of existing laws, especially in the areas of budgeting and finance. USAID is also helping mayors’
associations develop their training and consulting capabilities so that they can more effectively help their
members, and is helping develop municipal services through three pilot municipal service centers in Soroca,
Chisinau and Lapushna Counties, each with pilot projects in areas such as water supply, residential heating,
solid waste management, local taxation, budgeting and treasury functions. USAID is also providing training in
strategic planning to mayors’ associations, as well as assistance to citizens’ groups concerned with municipal
services and local finance.
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Democracy Fund Small Grants Program: In FY 2000, the U.S. Embassy’s Democracy Commission awarded
45 grants totaling almost $200,000 to Moldovan independent media and NGOs involved in a variety of activities,
including civic education; the promotion of human rights, including the rights of women, children and the
handicapped; and the development of community information and training centers. Three special grants were
awarded for information campaigns to combat trafficking in women in Moldova. The grants helped the recipient
organizations cover their operating expenses, including start-up equipment purchases, publication costs of
newsletters, newspapers and informational materials; and seminars and workshops.

U.S. Department of State — Anti-Crime Training and Technical Assistance (ACTTA) Program: The U.S.
Government conducted a wide range of law enforcement and anti-corruption training programs in Moldova in FY
2000. Moldovan law enforcement officials from all levels also participated in U.S. Government-funded training
seminars in the United States and other European countries. The training focused on a variety of high-priority
issues, including techniques for combating corruption, economic crime and organized crime and preventing
domestic violence. Planning was also under way on initiatives to combat trafficking in women. The U.S.
Government helped upgrade the operational capabilities of Moldova’s Police Academy and Customs Service. A
center was opened to train Moldovan law enforcement officials in computer-based operations. The ACTTA
Program also supported a Moldova-based U.S. Customs Service advisor as part of the multilateral Southeast
European Cooperative Initiative (SECI).

Energy and Environmental Programs

Energy-Sector Programs: Moldova made progress in privatizing its power sector in FY 2000. With World
Bank and USAID assistance, the Moldovan Government privatized three of the country’s five energy distribution
companies by selling them via competitive tender to Union Fenosa, Spain’s third largest integrated electric
power company. Positive results were immediately felt throughout the service territory of the three distribution
companies: unscheduled power outages, which had been frequent, were practically eliminated. Moldova's
remaining distribution companies, three energy-generation companies, and the Chisinau District Heating
Company were expected to be privatized in early 2000, but as of the end of 2000 were still in state hands.
Delays were due in part to renegotiations following damages to the power infrastructure caused by a severe ice
storm. The prospects for privatizing the remaining distribution companies are significantly better than for other
elements of the country’s energy sector. In FY 2000, USAID continued to provide assistance to Moldova’s
National Agency for Energy Regulation in the areas of licensing, establishing tariffs and consumer standards,
and sent the Agency’s commissioners and staff to intensive two-week training sessions at the University of
Florida's Public Utility Research Center (PURC). In addition, towards the end of the fiscal year, USAID initiated
a new project aimed at supporting the national transmission grid’s transition to commercial operation, and the
U.S. Department of Energy initiated a program to help Moldova adopt a rigorous electricity least-cost planning
process. This technical assistance will be implemented by one of the largest U.S. electric utility companies over
the next one-and-a-half years.

American Bar Association — Central and East European Law Initiative (ABA/CEELI): The Environmental
Protection Advocacy Center (EPAC), which ABA/CEELI opened in April 1999, presented 29 seminars to 761
legislators, judges, lawyers, and Environment Ministry workers in FY 2000. The EPAC provided consultations
on environmental problems to 97 people, brought 25 lawsuits and concluded 16 of them, and published regular
issues of an environmental newsletter. The EPAC also presented weekly radio programs on environmental
issues, featuring expert commentary and answers to questions submitted by the broadcast audience. (See also
Democracy Programs section above.)

Social Sector and Humanitarian Programs

Counterpart Humanitarian Assistance Program (CHAP): In FY 2000, the CHAP Program distributed $8.35
million in agricultural equipment, tools, machinery, textile, clothing and pharmaceuticals through 533 local
organizations in Moldova. Approximately 298,000 Moldovan citizens have benefited from CHAP’s assistance,
including some 275,000 farmers, as well as orphans, invalids, and the mentally disabled.

USAID Winter Heat Assistance Program: USAID’s $4.8 million Winter Heat Assistance Program for FY 2000
reached over 1,800 institutions—including orphanages, hospitals and schools—and benefited 565,000
individuals, including 155,000 pensioners and disabled people. In addition to funding the installation of
generators and the repairing of heating facilities at selected institutions, the program funded $4.1 million in
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deliveries of coal and heating oil. A small, successful test program was implemented in Transnistria, providing
$100,000 in coal deliveries to 17 institutions. To complement these efforts, USAID also sponsored a successful
winter-weatherizing program to increase the energy efficiency of eight needy institutions and one residential
complex.

U.S. Department of Agriculture — Food Aid: In FY 2000, USDA provided 20,000 metric tons of food
commodities to Moldova, including wheat, rice, beans and vegetable oil, under its Section 416 (b) Program.
Distribution and use of these commaodities was overseen by a U.S. private voluntary organization (PVO), the
International Partnership for Human Development (IPHD). This program was valued at $8.2 million.

Humanitarian Demining Program: In FY 1999, Moldova was included in the U.S. Government’'s Humanitarian
Demining Program. The Moldovan Government had been able to clear six of the seven minefields that

remained after the country’s 1992 conflict, but it needed assistance in clearing the last remaining minefield,
which is nearly 80 hectares in size. In FY 2000, equipment was delivered and training was conducted, enabling
the Moldovan Army to begin demining operations in the country’s last minefield, which was declared clear of
mines in August, making Moldova the first country to be cleared fully of mines under this program.

U.S. Department of State — Operation Provide Hope: In FY 2000, the Humanitarian Programs Division of the
Office of the Coordinator of U.S. Assistance to the NIS expended $2.92 million to deliver $22.41 million in
humanitarian commodities to Moldova, including $16 million in privately donated high-value pharmaceuticals,
other privately donated commodities and U.S. Defense Department excess property. Excess medical
equipment was installed at 11 medical facilities and 36 primary care clinics. Support was provided primarily
through the U.S. PVOs Counterpart International and CitiHope.

U.S. Department of Defense (DoD) European Command (EUCOM) — Humanitarian Assistance: In FY
2000, EUCOM allocated $286,000 for the renovation of three school heating systems. In addition, under its
Excess Property Program, EUCOM allocated $50,000 for the transportation of eight vehicles and two containers
of household appliances, clothes, school furniture and office equipment to Moldova.

Security Programs

The ongoing Transnistrian separatist conflict, which is being exacerbated by the continued Russian military
presence in Transnistria, remains a potential threat to regional security. To promote regional stability, the U.S.
Government is supporting the efforts of the Organization for Security and Cooperation in Europe (OSCE) to
negotiate a solution to the conflict and to facilitate the implementation of Russian military withdrawal
commitments made in Istanbul in November 1999 through the State Department Military Relocation Program.
U.S. Government-funded security assistance to Moldova is also aimed at preventing weapons proliferation.
Moldova has engaged in an extensive Defense and Military Contacts program with the United States, has
expanded its participation in Partnership for Peace (PFP) exercises, and has made effective use of limited
International Military Education and Training (IMET) funds. In addition, Moldova has developed an active
partnership program with the North Carolina National Guard.

Foreign Military Financing (FMF) Program: FY 2000 saw the continuation of a robust FMF program for
Moldova at the same level of funding as last year, $1.25 million. This year's funding priority was much-needed
equipment for a newly established peacekeeping battalion. Moldova also used FMF funds to purchase
additional communications equipment, topographic instruments, computers and personal equipment for soldiers.

International Military Education and Training (IMET) Program: Moldova received $487,000 in IMET funding
in FY 2000. Fifteen Moldovan officers received IMET-funded training, bringing to 70 the cumulative number of
Moldovans that have participated in IMET training programs. In addition, two IMET-funded English language
laboratories were upgraded with computer, audio and video equipment, and 45 Moldovans were trained under

the Expanded IMET (E-IMET) Program. Moldovan graduates of IMET programs have consistently assumed
positions of increased responsibility.
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Partnership for Peace (PFP): Moldova continued to play an active role in PFP exercises and conferences in
FY 2000. A total of 330 Moldovans patrticipated in PFP exercises, and another 90 took part in PFP-related
conferences, workshops and seminars. In addition, a major “In-the-Spirit-of-PFP” exercise was conducted in
Moldova, involving over 300 U.S. Army Reservists, National Guard soldiers, and Naval Reservists, who joined
forces with 180 Moldovan soldiers to build a medical clinic at an orphanage.

U.S. Military Liaison Team (MLT): The U.S. Military Liaison Team in Moldova began operations on January
31, 1999. In FY 2000, the MLT conducted 19 activities with the Moldovan National Army, 11 of which were
familiarization visits to Germany or the United States, and eight of which involved visits of U.S. traveling contact
teams to Moldova. A total of 219 soldiers from the National Army participated in MLT-sponsored activities.

Counter-Proliferation Programs: In late April, the U.S. Defense Department (DoD)/U.S. Customs Service
(USCS) Counter-Proliferation Program sent 20 Moldovan Customs and Ministry of Internal Affairs officials,
prosecutors and investigators to Washington State for a two-week nuclear non-proliferation training program. In
early September, DoD and USCS conducted a five-day counter-proliferation investigative training session for
Moldovan Customs officials in Chisinau focusing on the detection of imports and exports between Moldova and
a number of other countries involving businesses with fictitious addresses—an element of fraud that is
associated with the illegal transfer of dual-use goods. Nuclear detection devices installed with U.S. Government
assistance on the Ukrainian-Moldovan border and Romanian-Moldovan border are now operational. The
Moldovan Customs Service and a USCS resident advisor funded by the State Department’s Bureau of
International Narcotics and Law Enforcement Affairs (INL) are monitoring the devices’ operations. In addition,
the U.S. Department of State donated an x-ray van to the Moldovan Customs Service, the use of which is being
supported by the USCS resident advisor. The Wisconsin Project, a U.S.-based NGO, provided copies of an
export control database to the Moldovan Customs Service and the Ministry of Internal Affairs. The database is
designed to help customs officials make export control decisions.

U.S. Department of State — Other Nonproliferation Programs: The U.S. Civilian Research and Development
Foundation (CRDF) expanded its U.S. Government-funded efforts to help redirect former weapons scientists to
civilian research, including the establishment of the Moldovan Research and Development Association (an
independent science-funding organization based on the principles of competitive review), research proposal-
writing seminars and a research competition targeted at Moldovan scientists. In addition, the Government of
Moldova is pursuing accession to the U.S. Government-supported Science and Technology Center in Ukraine
(STCU), a multilateral organization that provides peaceful research opportunities to former Soviet weapons
scientists.

Cross-Sectoral Programs

Peace Corps: In FY 2000, the Peace Corps placed 80 volunteers (PCVs) in Moldova in three project areas:
teaching English as a foreign language (TEFL), health education, and economic and organizational
development. Moldova’s 39 TEFL PCVs, who were placed primarily in villages and towns, incorporated
problem-solving, critical-thinking activities, and environmental content into their English-language curricula. The
PCVs also organized workshops on new teaching techniques for local teachers. A total of 11 health education
PCVs were primarily assigned to schools and community clinics in Moldova’s regional centers, where they
taught a variety of preventative health topics, but mainly focused on teaching AIDS prevention and sex
education—topics in which Moldovan teachers are not adequately trained. Working with several local youth
NGOs, PCVs have conducted peer-training workshops on sex education in three regions of Moldova. In
addition, 30 economic and organizational development PCVs worked as catalysts to improve the management
and organizational skills of agricultural cooperatives, NGOs, and to an increasing extent, municipalities, as well
as to promote economic (primarily agribusiness) and social-sector development. PCVs in all project sectors are
focusing special attention on youth activities.

Eurasia Foundation: In FY 2000, due to an ongoing investigation of alleged improper handling of grant funds
at its Regional Office in Kiev, Ukraine, the Eurasia Foundation made no new grants in Moldova. The
Foundation focused on phasing out its active grant portfolio, closing out a total of 54 grant projects in private
enterprise development, public administration and civil society, reviewed its programmatic and grant
management procedures, and initiated planning for a revamped grants program.
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Preview of FY 2001 Programs

The U.S. Government will continue to provide training in methods to combat money laundering, organized
crime, public corruption, violence against women, auto theft, drug-related activity and sex crimes. Training of
Moldovan law enforcement officials in computer and Internet use is also planned, as is continued assistance to
the Moldovan Police Academy and forensic laboratories. In FY 2001, the Departments of Defense, State and
Commerce, as well as the U.S. Customs Service, will continue to provide substantial assistance to prevent the
proliferation of weapons of mass destruction, weapons technology and expertise in Moldova. Projects proposed
under scientific collaboration programs will help prevent the proliferation of weapons expertise and redirect
former Soviet weapons experts in Moldova to peaceful pursuits. The State Department’s Export Control and
Related Border Security (EXBS) Program will provide additional equipment and training to enhance the ability of
the Customs Service and Border Guards to prevent illicit trafficking in weapons of mass destruction, associated
materials and conventional arms. An EXBS advisor posted to the U.S. Embassy in Kiev will work closely with
the resident U.S. Customs Service advisor in Chisinau to ensure that this program provides complementary,
non-duplicative assistance to Moldovan Government agencies. In addition, the U.S. Government will continue
to offer military relocation assistance to facilitate the removal of Russian forces from Moldova, as well as
ammunition and equipment destruction and disposal. This assistance will be made available if and when
Russian troop and equipment withdrawals take place within the framework of OSCE agreements.

In FY 2001, USAID-funded technical assistance programs will help Moldova make the transition from
stabilization to growth. The major focus of USAID’s efforts will continue to be economic restructuring. USAID’s
Fiscal Reform Program will seek to help the Moldovan Government move toward achieving internal and external
balances, and adopt fiscal policy that focuses more on promoting economic growth through tax incentives with
an emphasis on small and medium-sized enterprises, small farmers and agribusiness. USAID will continue its
energy-sector privatization activities and will implement an agribusiness and post-privatization strategy by
accelerating the construction of local and regional farm stores to provide new private farmers with agriculture
inputs, credit, marketing and other much-needed assistance. A second major USAID-funded activity will
establish a high-level entity to improve the policy, legal and regulatory environment in Moldova, with a focus on
agriculture, and will establish private-sector-based farmers’ associations and cooperatives. USAID is
considering a third agricultural activity in the area of land market development. USAID will intensify its Local
Government Reform Program, with the goal of spreading the benefits of market-based and democratic reform
beyond the central government to the grassroots level.

RUSSIA

Political and Economic Overview

Russia began the year 2000 with a new head of state, marking the beginning of a new political era. On New
Year's Eve 1999, President Yeltsin resigned after having served as president for nearly a decade. In

accordance with the Russian Constitution, then-Prime Minister Vladimir Putin assumed presidential powers, and
three months later, on March 26, 2000, was elected president in a first-round presidential election. In addition to
electing a new president, Russian voters also elected a new State Duma (the lower house of parliament), which
was sworn into office in January 2000. Unlike its predecessor, the current Duma is dominated by pro-
government and centrist forces. The Communist Party and its leftist allies now hold less than 30 percent of the
Duma’s seats, and ultra-nationalist Vladimir Zhirinovskiy's Liberal Democratic Party (LDPR) holds only 3.5
percent. The advent of a more centrist Duma opened the way for President Putin and his Prime Minister,
Mikhail Kasyanov, to pursue several items that had been languishing on the legislative agenda. These include
several economic reform measures, as well as agenda items of international significance, such as the
ratification of START Il and the Comprehensive Test Ban Treaty.

In 2000, the outlook for Russia’s economy brightened considerably, as compared to 1999. After a 3.2 percent
GDP growth rate in 1999, Russia’s GDP growth rate exceeded seven percent in 2000—the highest growth since
the collapse of communism, and a sign that the Russian economy is recovering from the 1998 financial crisis.
This recovery began in 1999, as the cheap ruble made Russian exports competitive and spurred the
development of import-substitution industries, and accelerated in 2000, as oil prices soared. Russia’s trade
balance is experiencing its largest surplus ever (some $40 billion), foreign exchange reserves have doubled
since last year, and the government is running a budget surplus. However, as inflation (running at 20 to 22
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percent per year) wears away the effects of the devalued ruble and with oil prices expected to moderate, growth
is projected to fall to 3.5 to 4.0 percent in 2001. Industrial production was up for the year, having increased by
10 percent for the first six months, but appeared to be slowing at year’s end. Cash payments continue to
replace barter transactions.

Against the backdrop of these strong macroeconomic indicators, the Putin Government launched an ambitious
reform program, spearheaded by Minister German Gref and his newly created Ministry of Economic
Development and Trade. The program includes broad-ranging structural reforms, in the areas of budget,
pension and social welfare, deregulation, judicial reform, reduction of subsidies, restructuring natural
monopolies, and protection of property rights—all aimed at normalizing the economy and attracting foreign and
domestic investment. The government registered some early and significant successes in implementing its
reform program, notably securing Duma passage of the first part of a tax reform package that establishes a flat
13-percent personal income tax, reduces payroll taxes significantly and eliminates many loopholes. The Duma
also passed a zero-deficit budget by a comfortable margin before the beginning of the new Russian fiscal year.
However, as the government moves on to more difficult reforms such as restructuring the country’s gas,
electricity and rail monopolies—each of which are tied to vested interests—there are fears that reform
momentum will stall. Reform of the banking sector is another area in which the government appears reluctant to
take the necessary measures. The next critical indicator of continued forward movement in implementation of
the reform program will be the promised introduction of a package of deregulation and judicial reform legislation
in the Duma.

Despite Russia’s increasingly broad-based economic recovery, deep problems persist. Crime and corruption,
weak rule of law and poor corporate governance continue to impede foreign direct investment. Official
unemployment is hovering around 11 percent or eight million, but the inclusion of hidden unemployment would
push the figure to the 15- to 25-percent range. Average wages and incomes are also rising, but still remain
about 25 percent below pre-crisis levels in real terms. However, wage arrears are decreasing due to the current
upswing of the economy. The implementation of structural reforms, as laid out in the government’s program, is
key to solving these problems in the long run and making economic recovery sustainable.

President Putin has emphasized the importance of economic reform and the strengthening of a "dictatorship of
the law." He has also taken steps to strengthen the central government’s control over the regions. Laws
supported by the president stripped regional leaders of their seats in the Federation Council (the upper house of
parliament) and gave the president the power to remove them from office in extreme circumstances. Moreover,
President Putin has established seven federal districts throughout Russia, appointing to each district a
presidential representative charged with ensuring the primacy of federal law and the constitution. Although
President Putin has publicly underscored his commitment to freedom of the press, concerns have been raised
by developments that suggest the Kremlin is trying to expand its control over the media and information. These
include apparent government efforts to expand its influence over NTV, the one nationwide television network not
under government control; the detention and prosecution of Media-Most chairman Vladimir Gusinskiy and Radio
Liberty correspondent Andrey Babitskiy; and the introduction of a new Information Security Doctrine. At year's
end, the Russian Government also remained engaged in an anti-insurgency campaign against Chechen rebels
that has caused widespread civilian casualties and destruction, displaced hundreds of thousands of people, and
has been characterized by human rights abuses committed by both government and rebel troops.

Overview of U.S. Government Assistance

In FY 2000, the U.S. Government provided an estimated $1.113 billion in assistance to Russia, including
$425.00 million in U.S. Defense Department (DoD) assistance, $231.35 million in U.S. Energy Department
(DOE) assistance, $240.00 million in U.S. Agriculture Department (USDA) food aid, $168.06 million in
FREEDOM Support Act assistance, $22.50 million in other U.S. Government assistance, and $26.05 million in
DoD excess and privately donated humanitarian commodities.

Of the $168.06 million in FREEDOM Support Act-funded assistance to Russia, USAID programs accounted for
approximately $61 million, threat reduction programs accounted for approximately $56 million, and State
Department Public Diplomacy programs accounted for just over $25 million. USAID assistance included
approximately $16 million for private-sector development and economic restructuring, $14 million for democratic
reform, $11 million for health, $4 million for environmental programs, and $3 million for Urban Socio-Economic
programs, $3 million for exchanges, training and special initiatives, and $7 million for the Eurasia Foundation. In
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FY 2000, as in previous years, FREEDOM Support Act-funded assistance to the Government of Russia was
subject to a 50-percent cut mandated by the U.S. Congress in connection with Russian transfers of nuclear
technology to Iran.

Implementation Problems

Preserving the tax-free status of U.S. Government-funded assistance continued to be a challenge in FY 2000,
although there was progress towards the end of the calendar year. On September 15, 2000, President Putin
signed a decree authorizing value-added tax (VAT) reimbursements. Yet at the end of the fiscal year, Russian
Government agencies were still struggling to interpret the complex regulations, and no reimbursements had
been issued. As the end of calendar year 2000 approached, it appeared that the new Russian tax code
(described above) would create new tax liabilities for expatriates living in Russia and working on U.S.
Government-funded assistance programs. Just before the year ended, however, the Russian Government
reaffirmed the validity of the 1992 U.S.-Russian agreement on technical and humanitarian assistance, which
explicitly exempts from taxation all U.S. citizens and third-country nationals implementing U.S. Government-
funded assistance programs in Russia.

USDA food aid programs ran relatively smoothly, except for delays and management problems in a few areas.
As specified in the U.S.-Russian bilateral agreement covering these programs, USDA -provided food
commodities continued to be delivered to designated regions, and the Russian Pension Fund received
anticipated deposits of proceeds from the sale of these commodities on the open market. Still, arrears totaling
500 million rubles ($18 million dollars) went uncollected from economically distressed regions, despite several
collection attempts by Russian Government officials. In addition, there were unanticipated delays in depositing
proceeds from the FY 2000 seed program into the Rural Cooperative Fund. Implementation of USDA’s Food for
Progress Program—under which commodities were distributed by U.S. private voluntary organizations (PVOs)
to vulnerable population groups— went smoothly, except for quarantine issues that arose during a few customs
inspections. The U.S. Government maintains a good working relationship with the Russian Government’s
Humanitarian Commission, which is working to solve these implementation problems.

In FY 2000, the Government of Russia cautiously began to consider expending the $4.5 million available in
Partnership for Peace/Foreign Military Financing (FMF) funds originally allocated in 1997 and 1998. Proposals
have been submitted for the use of these funds, but are likely to be further held up pending internal legal
debates in Russia on foreign military sales procedures.

Cross-Sectoral Programs

Regional Initiative (RI): In FY 2000, the U.S. Government’s Regional Initiative (RI) continued its activities in
three sites—Novgorod, Samara and Sakhalin/Khabarovsk—and began activities at its newest site, Tomsk. The
planned phase-out of the Novgorod site was completed in early FY 2001. An RI coordinator was placed in
Tomsk in mid-2000, and number of programs got under way at the site, even though its official opening has
been delayed, pending the Russian Government’s concurrence with the selection of Tomsk as the fourth RI site.

Novgorod RI: The Novgorod RI's projects began to wind down in FY 2000 as the office approached the
end of its work. The Novgorod RI office focused on sharing the lessons it has learned with other regions,
and helped organize a regional conference to launch the transition of the U.S. Government'’s presence in
Novgorod from an RI office to an “American Corner” information resource center sponsored by the Public
Affairs Section of the U.S. Embassy in Moscow. Representatives from the U.S. Government, the Novgorod
Regional Administration, and non-governmental organizations (NGOSs), as well as over 200 representatives
from 25 other Russian regions, participated in the conference. The Novgorod RI office closed on November
30, 2000.

Russian Far East (RFE) RI: The Russian Far East Rl (RFE-RI), which is based in both Khabarovsk and
Sakhalin, had a very active year in FY 2000. The RFE-RI Coordinator facilitated ties between Sakhalin and
Alaska, organizing major presentations in the United States and Russia on the Russian Far East's
infrastructure development plans. These presentations promoted initiatives to reinvest oil profits into
infrastructure development and energy efficiency projects. The RFE-RI also established links between the
legislative subgroup of the U.S. West Coast - Russian Far East Ad Hoc Working Group and the RFE regions
in order to help develop legislative support for creating conditions that favor business development and
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increased trade and investment. The RFE-RI also assisted the Khabarovsk Investment Promotion Agency
and worked closely with small-business associations in both Khabarovsk and Sakhalin to increase their
membership and provide assistance to members, including micro-financing, leasing, business training, and
Internet training and access. In both Khabarovsk and Sakhalin, the RFE-RI worked to strengthen
indigenous anti-corruption initiatives and activities for alumni of U.S. Government-funded exchange
programs. Through training, development grants and coordinational support, the RFE-RI helped launch
commercially based environmental small businesses.

Samara RI: FY 2000 was a transitional yet productive year for the Samara RI. Governor Konstantin Titov
called early elections, and was reelected in July. He is very enthusiastic about continuing cooperation with
U.S. Government-funded technical assistance programs through the Samara RI. USAID completed a well-
received program on International Accounting Standards (IAS) that resulted in the strengthening of a local
Guild of Financiers, which continues to coordinate IAS training programs in the region. The availability of
financing for small and medium-sized enterprises (SMEs) improved dramatically in FY 2000, showing that
Samara’s economy had stabilized and was once again developing in the wake of the August 1998 financial
crisis. A USAID micro-financing project has given over 700 small entrepreneurs the chance to get small,
collateral-free loans that are not available through the Russian banking system. The Samara and Togliatti
branches of the KMB Bank, which is owned by the European Bank for Reconstruction and Development
(EBRD) under a program funded in part by the U.S. Government, both showed a marked increase in loan
disbursements to SMEs in FY 2000. The Samara RI's NGO development efforts also made significant
strides in FY 2000. NGO support centers in Samara and Togliatti are providing consultations and technical
assistance to hundreds of local NGOs. These centers have helped the Samara Region’s NGOs unite and
develop a common strategy for interaction with local governments and the business sector. Notably, the
NGO support center in Togliatti has received grant-making funds from the local government and local
businesses, which it has awarded to local NGOs through quarterly micro-grant competitions. In addition,
USAID-funded programs to promote the rule of law have facilitated the establishment of Samara’s first free
legal clinic and provided training to bailiffs so that they can more effectively enforce court decisions, such as
those relating to child-support payments.

Tomsk RI: In FY 2000, the RI made substantial progress in establishing a new RI site in Tomsk, which was
chosen through a competitive search process. An RI Coordinator was placed Tomsk in mid-2000. In
addition to encouraging existing U.S. Government-funded assistance programs in Russia (e.g., programs
administered by USAID; the U.S. Embassy’s Public Affairs Section; and the Departments of Agriculture,
Commerce, Defense and Energy) to increase their operations in Tomsk Oblast (Region), the Tomsk Rl is in
the process of initiating some 13 new programs in FY 2000 and FY 2001, many of which build on the
lessons learned in the other three RI regions. Program areas include public services and education, small
business development, rule of law, civil-society strengthening, support for small cities and towns, addressing
social needs, and science, technology and the environment. The Tomsk RI's operations have been
complicated by the lack of an official agreement with the Government of Russia on the selection of a fourth
RI region; however, program activities are under way.

Eurasia Foundation: In FY 2000, the Eurasia Foundation’s field offices in Moscow, Saratov and Vladivostok
awarded approximately 180 small grants totaling $4.33 million throughout Russia. In addition to its “open-door”
grant-making program, the Eurasia Foundation also implemented targeted initiatives to address specific issues.
The Eurasia Foundation’s Moscow office administered a joint program with the Open Society Institute to
facilitate the integration of discharged military personnel into society. Along with the C.S. Mott Foundation, Ford
Foundation, and Open Society Institute, the Eurasia Foundation awarded grants in FY 2000 for the second year
of a program to support civic organizations which have demonstrated leadership and innovation in the following
areas: fostering cross-sectoral collaboration in their communities or issue areas; promoting sustainable financial
and institutional development strategies and practices by providing assistance to other civic organizations; and
working with other organizations to improve the legal enabling environment for the non-profit sector. Also with
financial support from the C.S. Mott Foundation, the Ford Foundation and the Open Society Institute, the
Eurasia Foundation’s NGO Resource Center Program helped foster cross-sectoral collaboration and helped
Russian NGOs develop sustainable financial and institutional development strategies.
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Economic Restructuring Programs

USAID Fiscal Reform Project: In FY 2000, USAID started a new fiscal reform activity to provide technical
assistance to Russia’s federal government, as well as assistance to regional and local governments in the area
of intergovernmental fiscal relations. Through this project, USAID is also working to build the institutional
capacity of the Center for Fiscal Policy (CFP), a Russian non-governmental organization that specializes in
public finance and intergovernmental fiscal issues. At the federal level, USAID-funded technical experts
worked with Duma deputies (members of parliament) and Russian Finance Ministry officials on several aspects
of intergovernmental fiscal reform. The CFP drafted a model law on regional intergovernmental fiscal relations.
In addition, at the request of the Ministry of Finance, the CFP developed several formal recommendations to
reform fiscal relations within regions, in order to provide a more formal basis for negotiations between regional
and local governments and create incentives for local governments to increase revenue collection and
rationalize their spending. The CFP also continued working directly with several pilot regions to improve the
effectiveness and transparency of intergovernmental financial transfers.

USAID Accounting Reform Programs: Two USAID projects continued to focus on the promotion and
adoption of International Accounting Standards (IAS) in Russia. These projects conducted training and
supported the translation of IAS and International Auditing Standards. The American Chamber of
Commerce/International Center for Accounting Reform (ICAR) printed and distributed a practical guide to 1AS
and translated International Auditing Standards into Russian.

USAID Think-Tank Support Project: USAID continued to support the development of quality economic
analyses for Russian policy-makers, by funding 30 working papers and 40 policy proposals developed by
Russian experts at the Institute of the Economy in Transition (IET). Topics ranged from the restructuring of
Russia’s banking system to tax reform. Also with USAID funding, the Moscow Public Science Foundation
awarded over 30 small grants to think tanks from various regions throughout Russia.

USAID Banking Reform Programs: In FY 2000, USAID provided $1.5 million in banking-sector assistance
and continued to work with other donors, including the World Bank and the European Union, to find ways to help
restructure Russia’s banking system. Through the Financial Services Volunteer Corps (FSVC), USAID provided
technical assistance to Russian Central Bank officials and commercial bankers on legal and regulatory issues
pertaining to the restructuring of commercial banks. At the request of the Central Bank, USAID initiated a new
project to promote the adoption of IAS in the Russian banking sector.

USAID Mortgage Programs: USAID's Housing Sector Reform Project continued its efforts to develop the
concept of mortgage lending in Russia by facilitating the January 2000 passage of a mortgage law that it had
helped to draft. At the request of the State Duma, USAID initiated a new round of technical assistance on
drafting the next stage of mortgage-related legislation. The USAID-supported Institute for Urban Economics
(IUE) worked with federal policy-makers and Duma representatives on amendments to the Law on Mortgage, as
well as amendments to relevant portions of the laws on real estate registration, real estate appraisal, securities
operation, and the tax code. IUE experts also disseminated methodological guidelines on housing-mortgage
lending for Russian bankers, and on leasing and on management of commercial real estate lending. In addition,
IUE experts continued to provide consultations on the implementation of housing programs in the Russian Far
East.

U.S. Department of the Treasury — Technical Advisors: In FY 2000, Treasury Department resident advisors
worked in Russia in the areas of tax administration, financial-sector reform, and fiscal administration. (Please
see the Treasury Department section in Part 11l of this report.)

Business and Economic Development Programs

USAID Small-Business Development Programs: In FY 2000, USAID’s small-business development
programs continued to have a regional and grassroots focus in Russia. The Moscow-based Entrepreneurial
Business Services (EBS)-West Project and Vladivostok-based EBS-East Project concluded their first year of
technical assistance, fielding over 465 U.S. business volunteers who completed over 1,500 assignments with
Russian businesses. The Network Strengthening Project completed a small-grants program, providing
$885,000 to 33 business-support institutions across Russia, which also received USAID-funded management
training. In addition to supporting business services, USAID continued to support the development of micro-
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finance institutions in Russia. USAID initiated a new micro-credit program in Tomsk, bringing to five the total
number of USAID’s ongoing micro-credit activities in Russia. During FY 2000, these programs made over $4.0
million in micro-loans to over 2,000 borrowers, bringing the overall totals since the program’s inception to $13.0
million provided to 10,600 clients.

The U.S.-Russia Investment Fund (TUSRIF): In FY 2000, TUSRIF continued its efforts to secure private
financing by starting up Delta Capital Management, a private management company that now provides all of
TUSRIF's management services. TUSRIF also entered two new areas of activity, establishing a subsidiary
called “Delta Leasing” to provide lease financing, and “Delta Credit,” Russia’s first full-service mortgage
operation. TUSRIF also purchased the Development and Restructuring Bank (DRB) in Moscow, which will
serve as a base for TUSRIF's leasing, mortgage lending, and small-business credit activities, as well as
introducing Russian citizens and companies to high-quality banking products, delivered openly and honestly. In
the area of equity investment, TUSRIF continued to shift the emphasis of its holdings to the consumer products,
telecommunications, media and technology sectors. Following a slowdown in 1999, all of these areas
experienced growth in FY 2000. Some examples of new TUSRIF equity investments include “port.ru” (a
Russian Internet portal) and a regional cable television venture. TUSRIF’s direct investments totaled
approximately $8 million. By the end of FY 2000, TUSRIF's total investments since the beginning of the
program totaled approximately $148.5 million, and TUSRIF had drawn down a total of $176.4 million from its
USAID grant. Reflows are currently running at approximately $7.5 million a year. TUSRIF continued to work
with its existing equity investments during the year, with some notable successes, but the overall value of its
portfolio is substantially less than the total funds invested. Despite the difficulties of doing business in the
Russian Far East (RFE), TUSRIF focused its efforts on the region, although TUSRIF has shifted the focus of its
RFE activities away from direct investments towards small-business lending and leasing. TUSRIF’s current
portfolio of RFE projects contains 62 loans and six leases, totaling $2.9 million. TUSRIF expects substantially
increased demand for all of its programs in FY 2001.

European Bank for Reconstruction and Development (EBRD) Russian Small-Business Fund (RSBF):
Since its inception in 1994, the EBRD’s Russian Small-Business Fund (RSBF), which receives significant
support from the U.S. Government, distributed more than $455 million in loans through its partner banks. The
RSBF, whose loan volumes now exceed the levels reached prior to the August 1998 financial crisis, disbursed
over 1,400 loans in August 2000 alone. This represents the highest number of loans disbursed in a single
month since the RSBF began operations in 1994. As of September 1, 2000, the total dollar amount of loans in
the RSBF’s small and micro-loan portfolios has increased by over 19 percent since December 1999. In
addition, arrears rates in RBSF partner banks are back to pre-crisis levels for both small-business loans and
micro-loans.

Peace Corps — Business Education Project: In FY 2000, 23 Peace Corps volunteers (PCVs) taught a wide
range of courses on contemporary business theory and practice in universities, institutes, business centers,
secondary schools and orphanages throughout western Russia. These courses were attended by business
educators wanting to upgrade their skills, leaders of non-governmental organizations, individuals training for
public service, and others. PCVs nominated 39 candidates for U.S. Government- and congressionally-funded
exchange programs, including the Library of Congress-funded Russian Leadership Program and the State
Department’s International Visitor, Muskie Fellowship, Regional Scholar, and Young Leaders’ Programs.

Trade and Investment Programs

U.S.-Russia Business Development Committee: U.S.-Russian dialogue on economic reform and commercial
development continued in FY 2000 within the framework of the U.S.-Russia Business Development Committee
(BDC), which is administered by the U.S. Department of Commerce. The BDC actively continued its efforts
through the activities of its many subgroups, including the Information Technologies and Telecommunications,
Healthcare Industries, Commercial Taxation, Banking and Financial Services, and Standards Subgroups.
(Please see U.S. Department of Commerce — Business Development Committee Initiatives section in Part Il of
this report.)

U.S. Department of Commerce — Business Information Service for the NIS (BISNIS): BISNIS facilitates
U.S.-Russian trade and investment by providing U.S. companies with information and guidance on regional,
sector-specific, and practical aspects of doing business in the NIS. It also works to expose NIS businesses,
organizations and officials to U.S. business concerns and to use technology to provide access to commercial
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information services. In FY 2000, BISNIS facilitated a sizeable volume of U.S.-Russian trade, and developed a
Russian-language website. (Please see U.S. Department of Commerce — BISNIS section in Part Ill of this
report.)

Training, Exchange and Educational Reform Programs

Since FY 1993, U.S. Government-funded training and exchange programs have brought approximately 44,500
Russian citizens to the United States for short-term professional or long-term academic training, including
almost 4,900 in FY 2000 alone. These programs give participants an opportunity to develop their skills and
establish valuable contacts with U.S. counterparts.

Library of Congress — Russian Leadership Program (RLP): In FY 2000, the U.S. Congress earmarked $10
million in FREEDOM Support Act funding for the RLP, known in Russia as the “Open World" Program. RLP,
which was originally authorized in May 1999 by an act of Congress (Public Law 106-31), brings emerging
Russian leaders in the public sector to the United States for short-term visits to learn about the U.S. political
system firsthand, share information and insights about Russia with their U.S. counterparts, and identify
opportunities for cooperation. In FY 2000, the RLP focused on elected leaders. Approximately 1,600
participants from across Russia, including 92 State Duma deputies and 14 members of the Federation Council
(Russia’s lower and upper houses of parliament, respectively), traveled to the United States for ten days of
meetings, consultations, and site visits designed to foster professional and cultural contacts with their U.S.
counterparts in government, business and non-profit organizations. Program topics included federalism, social
services, budget issues, land reform and the rule of law. Communities and families throughout the United
States—including almost thirty members of the U.S. Congress—hosted the Russian participants. Eight RLP
alumni conferences were held throughout Russia in 2000, at which RLP participants were overwhelmingly
positive in their reactions to the program and consistently expressed hopes for continued cooperation with their
U.S. colleagues. Russian media reports and discussions with RLP participants confirmed the program’s positive
contributions to U.S.-Russian relations. (See also Library of Congress — Russian Leadership Program section in
Part 11l of this report.)

USAID Training Programs: Approximately 9,000 Russian professionals have participated in USAID-funded
short-term training programs in the United States, Russia and other countries since 1993. Since January 1997,
the Global Training for Development (GTD) Project has trained more than 2,200 Russian professionals in 80
training programs. In FY 2000, over 650 Russian citizens received USAID-funded training—some 340 through
U.S.-based programs, over 300 through in-country programs and 18 through third-country programs. In FY
2000, USAID continued to support the Russian Government’s Presidential Management Training Initiative
(PMTI), organizing follow-up workshops for 180 PMTI alumni of U.S. Government and other Western-funded
internship programs. This brings the total number of PMTI alumni who participated in the workshops to 300. As
a result of participating in these training programs, some PMTI graduates have managed to launch new
programs and professional activities that successfully utilize new strategies and innovative practices.

U.S. Department of State — Public Diplomacy Exchanges. Academic and professional exchange programs
administered by the U.S. Embassy’s Public Affairs Section, in collaboration with the Bureau of Educational and
Cultural Affairs (ECA), foster the skills needed to build a civil society and a market-based economy. In FY 2000,
over 2,700 Russian citizens traveled to the United States under the following programs, including 1,600 on
professional exchange programs and 900 on academic programs (approximately 80 percent of the latter were
under the age of 30):

International Visitor/FREEDOM Support Grant (IV/IFSA) Program: In FY 2000, over 400 Russians
traveled to the United States under the IV/FSA Grant Program, bringing the cumulative number of program
participants since 1992 to over 1,500. Participants traveled to the United States for one to three weeks to
meet with their U.S. counterparts and focus on economic, political, media, legal, social science, cultural and
education-related issues. Specific FY 2000 program topics included government regulation and promotion
of internal commerce, small-business development, reference sources and services, court administration
and the U.S. legal system, and the role of the government in managing illegal migration and trafficking in
people. In addition, eight members of the State Duma traveled to the United States for a special program
on nuclear issues. In Washington, D.C. they met with representatives of the U.S. Congress and the
Departments of Defense, Energy and State, and attended an international conference on nuclear waste
management.
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Special Regional Leaders Programs: A total of 21 regional leaders from Samara, Krasnoyarsk and
Tatarstan traveled to the United States for two weeks to examine federal and state issues, with an emphasis
on economic development and open markets, as well as budgetary matters. Each region’s specialized
program was based the region’s particular needs. Groups were organized in cooperation with the regional
administration, legislature, and business community. Participants typically traveled to four U.S. regions
during their visit, including Washington, D.C.

Business for Russia (BFR) Program: A total of 390 Russian entrepreneurs and 23 local government
officials familiarized themselves with U.S. business and government practices by participating in BFR
internships in more than 50 U.S. communities, which also gave them an opportunity to learn about American
society and culture through home-stays and cultural and social events. This brings the total number of BFR
participants since FY 1994 to over 3,200.

Community Connections Program: A total of 400 Russian citizens took part in community-based
internships, which target non-English-speaking individuals. Participants from individual Russian

communities visited U.S. communities in groups of ten, to study U.S. practices in their professions. Like the
BFR Program, Community Connections also acquaints Russian participants with American society and
culture through home-stays and cultural and social events. Program themes in FY 2000 included business
development, NGO administration, educational administration, youth advocacy, access to information, and
cultural and historical preservation.

Center for Citizen Initiatives (CCIl) — Productivity Enhancement Program (PEP): In FY 2000, 425
Russian citizens participated in PEP, which provides U.S. internships for groups of Russian entrepreneurs in
the management of specific business sectors, including construction, agriculture/fisheries, manufacturing,
and wholesale/retail trade. A total of 1,960 Russians have participated in PEP since the program’s inception
in 1996. PEP participants pay for their own travel and living expenses, while the U.S. Department of State
and the U.S. host communities cover training costs. Upon returning home, PEP participants have formed
active alumni associations and Rotary Club chapters in their communities.

NIS Training Grants Program: This program awards grants to U.S. public- and private-sector non-profit
organizations to develop U.S.- or Russia-based training programs in cooperation with a Russian partner
organization. In FY 2000, the U.S. Embassy’s Public Affairs Section awarded professional training grants
for seven projects on women'’s leadership, two on anti-trafficking, one on media training, and one on the
development of professional associations. A total of 45 Russians were trained in the United States, and 26
Americans traveled to Russia to conduct training. In addition, many other Russians citizens benefited from
training offered in Russia by the grant recipients and their U.S. partners.

Secondary School, Undergraduate and Graduate Exchanges: In FY 2000, 323 Russian high school
students traveled to the United States under the Future Leaders’ Exchange (FLEX) Program. The
Secondary School Partnership Program and the Secondary School Excellence Program provided
opportunities for 285 Russian and 289 U.S. students to conduct partnership activities for one year and to
travel to each other’s countries on exchange visits (see Public Diplomacy Partnerships section below). The
FREEDOM Support Act Undergraduate Exchange Program brought 46 Russian undergraduates to the
United States for an academic year, and 70 young Russian professionals were selected to attend U.S.
graduate degree programs through the FREEDOM Support Act Graduate/Muskie Fellowship Program. In
addition, the Young Leaders’ Program brought 18 Americans to Russia and 47 Russians to the United
States for a program that combines academic study with public-service internships.

Faculty Programs: In FY 2000, the Teaching Excellence Awards (TEA) Program awarded 30 Russian and
nine U.S. finalists the opportunity to participate in a professional development seminar together with their
foreign counterparts, and provided much-needed educational materials to the schools of 195 Russian
semifinalists. Other FY 2000 exchange programs for teachers and scholars included the Partners in
Education Program (48 Russian participants), Fellowships in Contemporary Issues (15 Russian
participants), the Regional Scholar Exchange Program (21 Russian participants), the Junior Faculty
Development Program (42 Russian participants) and the Fulbright Program (42 Russian researchers and 30
U.S. lecturers).
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Alumni Programs: Maintaining contact with and among alumni of U.S. Government-funded exchange
programs remains a high priority. Alumni activities organized in Russia in FY 2000 included conferences,
networking opportunities, career development seminars, job forums and events at the U.S. Embassy and
Consulates. Strong alumni associations have been established by FLEX, Muskie/FSA and scholar program
alumni. In FY 2000, the U.S. Embassy’s Public Affairs Section increased its focus on the alumni of
professional exchange programs, providing them with Internet access in addition to encouraging them to
organize alumni associations.

U.S. Department of State — Public Diplomacy Partnerships: As a complement to the Public Diplomacy
exchange programs described above, the U.S. Embassy’s Public Affairs Section and the ECA Bureau sought to
promote long-term, self-sustaining institutional linkages through the following partnership programs:

Secondary School Partnership Program: This program supports the establishment and expansion of
linkages between U.S. and Russian secondary schools through substantive collaborative projects and
student and educator exchanges. The participating schools develop a relationship by working together on a
project, which includes three- to eight-week reciprocal group visits. The collaborative projects focus on
targeted themes and tangible outcomes, such as the production of new educational materials. In FY 2000,
six partnership grants were awarded for partnerships between U.S. and Russian schools, focusing on such
issues as democracy and globalization, leadership development, community service, civic education, clean
communities, health education, computer technology, agricultural and environmental education, and
entrepreneurship.

Secondary School Excellence Program: In this program, the schools of Teaching Excellence Award
winners (see Faculty Programs section above) are matched with U.S. schools, providing a basis for
reciprocal exchange programs. These partnered schools work on joint projects, many of which were
designed to promote citizen involvement in governance.

NIS College and University Partnership Program (NISCUPP): In FY 2000, NISCUPP launched ten new
partnerships focusing on a wide range of topics, including economics, business administration, law, political
science, civic education, public administration, and the social sciences. The linkages promote curriculum
development and faculty training, and provide outreach and assistance to the local community. For
example, the University of New Mexico is working with the Ural State Technical University to build bridges
between the academic and scientific communities to support the transition of former weapons scientists to
private-sector employment by providing training in business skills and project management. One of their
current activities is expected to result in the establishment of a plant in Snezhinsk that will produce new x-
ray and CAT-scan technologies. In FY 2000, the ECA Bureau also funded a new partnership between
Syracuse University’s Maxwell School of Public Administration and the Department of Public Administration
at Moscow State University to develop a top-quality graduate program in public policy, as well as public
administration training for other Russian regions by means of distance learning.

U.S. Department of State — English as a Foreignh Language (EFL) Program: The EFL Program focuses on
the professional development of teachers of English as a foreign language and on fostering the expansion of the
teaching of English for specific purposes, especially in the fields of business, banking, economics, law and
government. In FY 2000, the EFL Program focused primarily on business English and American studies. In
support of the Russian Government’s Presidential Management Training Initiative (PMTI), which is a program of
overseas training for junior to mid-level Russian managers from the private and public sectors, EFL Fellows
offered programs for instructors at PMTI training institutes on business English, with a focus on methodology,
teaching materials and curriculum development. During the 2000-01 academic year there are a total of 10 EFL
Fellows (up from five last year), living and working throughout western Russia, Siberia and the Urals. An EFL
Fellow was placed in Tomsk in support of the U.S. Government’s Regional Initiative.

Peace Corps — English Language Training: In FY 2000, Peace Corps English-teaching volunteers in western
Russia taught secondary school students and undergraduates, trained English teachers, and supported English
language associations, clubs, resource centers and computer labs. The volunteers also held conferences,
updated existing English-teaching textbooks and wrote new ones. In FY 2000, 58 volunteers reached some
7,000 students and 1,800 teachers in 21 university and institutes, 31 secondary schools and three in-service
training centers in 28 cities. In FY 2000, Peace Corps volunteers began serving in Novosibirsk.
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U.S. Department of Commerce — Special American Business Internship Training (SABIT) Program: In FY
2000, the SABIT Program sent 131 Russian managers and scientists to U.S. companies for hands-on training
ranging from four weeks to six months in duration. Training topics covered all areas of industry, with an

emphasis on environmental technology, computer technology and telecommunications. (Please see U.S.
Department of Commerce — SABIT section in Part Ill of this report.)

U.S. Department of Agriculture (USDA) — Cochran Fellowship Program: In FY 2000, USDA’s Cochran
Program continued to support agricultural reform in Russia, organizing short-term exchange programs for 50
Russian agriculturists—in particular, senior and mid-level specialists and administrators concerned with
agricultural trade, agribusiness development, management, policy and marketing from the public and private
sectors. The Cochran Program was initiated in Russia in 1993. Since that time, over 540 Russians have
received training in the United States. Training activities have included programs in food safety, food trade,
banking and finance, food processing, farm management, agricultural credit and credit unions.

USDA Faculty Exchange Program: The Faculty Exchange Program (FEP) provides long-term practical
training of five to six months in duration to qualified university educators from progressive agricultural institutions
to increase their capability to develop academic and adult education programs and curricula to teach agricultural
economics and marketing, agribusiness, and agrarian law in a market-based economy. FEP has established a
number of linkages between U.S.-Russian universities and has supported follow-on support visits by U.S. faculty
to their FEP counterparts in Russia. There were nine Russian participants in FEP in FY 2000. Since its
inception in 1995, FEP has trained 32 Russian participants from 19 different universities, institutes and
agricultural training institutions.

USDA Visiting Scientists Program: In FY 2000, USDA'’s Agricultural Research Service (ARS) selected one
Russian researcher to participate in its scientific exchange program.

Democracy Programs

U.S. Department of State — Internet Access and Training Program (IATP): IATP, which is administered by
the Bureau of Educational and Cultural Affairs (ECA), seeks to expand Internet access throughout Russia’s
regions and encourage the development of the Russian-language Internet by providing free and open Internet
access and targeted training to alumni of U.S. Government-funded exchange programs and other targeted
audiences. There are currently 47 IATP public-access Internet sites across more than 25 of Russia’s regions,
with plans to expand the number of sites significantly in upcoming years. IATP provides training, professional
workshops, and online events that promote the Internet as an educational tool and give Russian citizens the
skills to develop quality Internet resources. The program’s several components are described below:

Alumni Program: IATP provides alumni of U.S. Government-funded exchange programs with free and
open access to the Internet, the opportunity to participate in Internet seminars and training, and
informational support through IATP listservs, web chats and online forums. IATP trained a total of 650
alumni in FY 2000, and worked closely with Professionals for Cooperation, an alumni association for
participants in U.S. Government-funded professional exchange programs.

Small-Grants Program: IATP conducted a $250,000 small-grants competition to support the development
of Russian-language Internet resources and initiatives. Individual grants ranged from $500 to $7,500.
Small-grant winners were announced in March 2000, and prize competition winners were announced in
September 2000. Fifty projects from 26 cities across Russia were awarded funding. Of the 50 projects
funded, 17 were awarded to alumni. Winning projects included a site which provides consultations for
parents of children with cancer, an Internet café for teachers, and a website on environmental law.

Education Program: IATP sites provide intensive train-the-trainer courses for university professors and
secondary school teachers on the integration of the Internet into the educational process. In FY 2000,
more than 300 teachers and professors in 15 cities were trained through these courses. Participants are
obligated to pass-on their newly gained knowledge to their students and colleagues by organizing online
events, training and lectures.
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USAID Independent Media Programs: In FY 2000, USAID continued to provide comprehensive assistance to
Russia’s independent media. Assistance ranged from professional journalism training to media-related
business and legal support activities.

Internews-Russia: Since 1992, USAID-funded Internews has provided technical assistance to over 500
regional independent (non-state) television stations in virtually all of Russia’s 89 regions. An annual series
of regional competitions and training seminars called “News—Local Time” enabled 50 stations from Russia’s
regions to compare programming, benefit from professional training, broaden their contacts with national
network executives, and access expert legal advice. Internews conducted a coordinated series of media
advertising support activities in 48 regions of Russia, facilitating the formation of the Russian Advertising
Federation for the Regions (RAFR), which currently includes 78 members from 35 cities. Internews also
continued to support a newsroom computerization program and an Internet-based news exchange network
called “InterNovosti”, which now unites 164 television stations throughout Russia, as well as a network of
media organizations that worked to reduce government controls on local media.

Press Development Institute: In June 2000, USAID closed out its agreement with New York
University/National Press Institute (NYU/NPI) because of inadequate progress in NPI's institutional
development and problems with NPI's financial management. USAID grantee Internews-Russia stepped in
to temporarily administer USAID’s Print Media Program. Internews-Russia is helping to register a new
Russian NGO, the Press Development Institute (PDI), which will take on primary responsibility for USAID’s
future work with Russia’s regional print media. PDI inherited NPI's key staff members and activities, as well
as a network of six regional centers in Moscow, St. Petersburg, Samara, Yekaterinburg, Novosibirsk and
Vladivostok. PDI's activities will include newspaper skills development through training and consultations,
legal advice, informational support, and regional newspaper outreach. In September 2000, PDI conducted
an assessment of the efficiency of NPI's activities by distributing 254 questionnaires, conducting 63
telephone interviews and six focus groups in more than 40 regions throughout Russia. Based on this
assessment, PDI will develop its new mission, goals, strategy, organizational structure, and six-month
working plan. USAID plans to conduct a competition to select a U.S. implementing organization for its new
print media assistance program in spring 2001.

U.S. Department of State — Media Programs: In FY 2000, the U.S. Embassy’s Public Affairs Section
completed the implementation of its $900,000 media assistance program, which was part of the $10 million
media assistance package announced by Secretary of State Albright in January 1999. Projects consisted of
$75,000 for small grants (e.g., to establish an online newspaper in St. Petersburg), $225,000 to bring 15
Russian media managers to the United States for internships at news organizations, $200,000 for an
International Visitor (IV) program on the business management of newspapers, and $400,000 for a
Professional-in-Residence program to bring U.S. journalism specialists to Russia in the fields of newspaper
management, design and advertising. The Public Affairs Section also completed a computerization project
through the National Press Institute, under which 50 Russian news organizations were awarded computer
hardware to establish Internet connectivity and to improve their operations. In addition, the Public Affairs
Section awarded a small grant to Karelia TV to produce a documentary on its sister state, Vermont; one to
Vostok TV in Vladivostok for a program about the Pacific fishing industry; and one to AVS TV in Yekaterinburg
for a program on civic education and civil society. The Public Affairs Section also sent two groups of journalists
on IV programs to the United States to examine reporting on the U.S. elections, and sponsored a photo exhibit
of Pulitzer prize-winning Associated Press journalist Aleksandr Zemlyanichenko at the Moscow American
Center in commemoration of World Press Freedom Day.

USAID Rule-of-Law Programs: In FY 2000, USAID continued to work with the Russian judiciary, including the
commercial (arbitrage) courts and the courts of general jurisdiction. Over 500 Russian judges and court
administrators participated in USAID-funded training programs aimed at improving the participants’
understanding of law and judicial ethics, improving court administration, and improving continuing judicial
education. USAID continued to help the Russian Supreme Court’s Judicial Department, which is responsible for
administering the courts of general jurisdiction, to improve judicial administration in Russia. USAID also
continued to support partnerships between U.S. and Russian judicial entities, including a partnership between
Russia’s Judicial Department and the Administrative Office of the U.S. Courts. A special program involving the
Supreme Qualifying Collegium, the Russian judicial-branch entity responsible for enforcing discipline against
judges accused of ethics violations, is raising awareness of judicial ethics issues among hundreds of judicial
leaders from Russia’s regions. Due to budgetary constraints, USAID had to reduce its assistance to the
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Russian judiciary in late FY 2000, and began working through an exchange and training program operating on a
much smaller scale, building upon already-established partnerships and cooperation between the Russian and
U.S. judiciaries. A USAID-funded program with the Baliliffs’ Service of the Ministry of Justice conducted training
and produced a manual for nationwide use by the bailiffs, who enforce courts’ civil judgments. Other USAID-
funded rule-of-law programs enhanced clinical legal education in Russia’s law schools, strengthened the role of
lawyers in defending women'’s rights and combating domestic violence, and provided specialized training on
commercial laws to members of Russia’s practicing bar. A program of sister-state bar relationships provided
linkages between the legal communities of several states and several Russian regions, assisting with law school
development, clinical legal education, and enhanced legal professionalism.

USAID Support for Human-Rights Monitoring: USAID continued to provide support for a human-rights
monitoring program that covered 60 of Russia’s 89 regions and produced human-rights reports for all 60 of
those regions, as well as a report about Russia’s national human-rights situation. Other USAID-funded human-
rights programs offered programmatic support and made facilities available to NGOs working on issues such as
the rights of minorities, refugees, psychiatric patients, and other groups.

USAID Political Process Programs: USAID continued to support increased participation by Russian citizens
in democratic political processes, with a special emphasis on the December 1999 elections to the State Duma
(Russia’s lower house of parliament) and the March 2000 presidential election. The USAID-supported
International Republican Institute (IRI) and the National Democratic Institute for International Affairs (NDI)
helped Russia’s democratically oriented political parties strengthen their local party organizations and increase
party membership. IRl and NDI trained more than 3,000 political party leaders and civic and political activists in
12 key regions. IRI provided almost $150,000 in subgrants to Russian NGOs whose mission is to promote
democratic development. Some of these subgrants supported the training and research programs of four
regional NGOs. IRI also continued to support the educational activities of the Moscow School of Political
Studies (MSPS), which conducted training and roundtables for approximately 500 Russian politicians and
policy-makers in Moscow and in the regions. Through its NGO Advocacy Program, NDI supported a coalition of
national civic organizations whose mission is to organize and coordinate election-oriented advocacy activities.
The coalition is comprised of seven national civic organizations, all of which have regional affiliates. In addition,
through its Moscow office and resource center, the USAID-supported International Foundation for Election
Systems (IFES) provided technical assistance to Russia’s Central Election Commission (CEC), 89 subject
(regional) election commissions (SECs) and 2,700 territorial election commissions (TECs). During August-
September 1999, IFES and the National Press Institute (NPI) conducted a series of election-related seminars in
15 cities for media representatives, giving them a chance to interact with CEC representatives and bringing
together SEC members and journalists from a total of more than 70 regions. IFES also continued to provide
support to the Institute for Election Systems Development (IESD), a Russian NGO that will officially take over
IFES's activities and will continue to provide technical assistance to all participants in the electoral process.

USAID NGO Development Programs: Through its grantees World Learning and the Initiative for Social Action
and Renewal in Eurasia (ISAR), USAID continued to provide technical assistance and small grants to NGOs
through 40 NGO resource centers operating in 25 of Russia’s 89 regions. These resource centers provide over
3,000 consultations and referral services per month to approximately 6,000 grassroots NGOs, building up their
institutional capacity and their ability to provide services and advocate on behalf of their clients. In FY 2000,
these NGOs formed over 200 coalitions to advocate on behalf of NGOs and their clients, and submitted 181
expert commentaries to government officials on policy matters. USAID’s NGO development programs also
supported the exchange of information among NGOs through the Internet. An electronic NGO library developed
by World Learning offers updated materials on legislation and taxation of NGOs, as well as on many other
important topics. Approximately 2,000 requests for materials from the library are made every month. These
and other information resources are made available to thousands of local NGOs at over 50 information hubs.

USAID Support for Trade Union Development: In FY 2000, USAID continued to assist free trade unions in
Russia. With support from USAID, the American Center for International Labor Solidarity (ACILS) conducted
training seminars on basic trade unionism, collective bargaining and labor dispute resolution for trade union
activists across Russia. The legal staff of the seven Public Interest Law Centers (PILC) supported by ACILS
provided approximately 2,800 monthly consultations to labor and civil activists concerning civil procedures,
wage issues, and trade union rights. In an effort to encourage citizen participation in the legislative process,
PILC staff provided trade unions with 13 legal commentaries on draft laws, new legislation, and a comparative
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analysis of the several draft labor codes to be considered by the State Duma. PILC staff also represented the
interests of 6,600 people in a total of 1,920 hearings.

USAID Domestic Violence and Gender Equality Programs: Through a small-grant program implemented by
the International Research and Exchanges Board (IREX), USAID provided support to women’s crisis centers in
Russia. USAID also contributed to the organizational strengthening of the Russian Association of Crisis
Centers. In addition, USAID’s civil society and human-rights programs continued to support NGOs that seek to
promote and defend women'’s rights in Russia at the policy level.

USAID Institutional Partnerships: USAID’s Sustaining Partnerships into the Next Century (SPAN) Project
continued to support innovative partnerships between Russian and American organizations in the areas of
business development, civil society, health, environment and the rule of law. In addition to the 24 partnerships
that SPAN supported in FY 1999, SPAN selected 11 additional partnerships in FY 2000, bringing the total
number of SPAN partnerships to 35 and expanding the project’s focus to include social-sector reform and
women'’s issues. SPAN partners conducted their activities throughout Russia, including the country’s more
remote regions. For example, through a computer-based simulation program called “Banks in Action,” SPAN
partners Junior Achievement International and Junior Achievement Russia provided Russian high school
students with a fundamental understanding of how banks operate and the critical role they play in a market-
based economy. The program was introduced to 7,125 classes across 34 regions of Russia.

U.S. Department of State — Anti-Crime Training and Technical Assistance (ACTTA) Program: In FY 2000,
ACTTA law enforcement assistance continued to reach a cross-section of Russian society. Thirteen U.S. law
enforcement agencies provided training to Russian law enforcement officials, including the Federal Bureau of
Investigation (FBI), the U.S. Justice Department’s Office of Overseas Prosecutorial Development, Assistance
and Training (DOJ/OPDAT); the U.S. Drug Enforcement Administration (DEA); the U.S. Immigration and
Naturalization Service (INS) and the U.S. Secret Service (USSS), all of whom have resident representatives in
Russia. ACTTA training programs focused on money laundering and financial crimes, corruption, counter-
narcotics, law enforcement science, organized crime, rule-of-law reform, border control, and intellectual property
rights. Program participants included law enforcement personnel primarily from the Ministry of Internal Affairs
(MVD), the Federal Security Service (FSB) and Russian Customs Service. ACTTA training programs also
reached out to legislators, court officials, NGOs and health professionals, addressing issues such as domestic
violence, trafficking in women and drug abuse. The ACTTA Program also provided technical advice on the
development of mutual legal assistance agreements. The ACTTA Program further expanded its efforts in
Russia’s regions by supporting a large-scale community policing program active in several of Russia’s regions.

Democracy Fund Small Grants Program: In FY 2000, the U.S. Embassy’s Democracy Commission, which is
administered by the Public Affairs Section, awarded 17 grants totaling $150,000 in areas including human rights
advocacy, civic education, public policy, volunteerism, media and environment. The Democracy Commission
awards small grants of up to $24,000 directly to democracy-building organizations in Russia, enabling these
institutions to develop their own programs and become self-sustaining over the long run.

U.S. Department of State — Women's Leadership Programs: In FY 2000, the U.S. Embassy’s Public Affairs
Section made a special effort to encourage women'’s leadership through the Democracy Commission and the
NIS Training Grants Program, both of which are described above. The Democracy Commission awarded a total
of 14 grants to NGOs that are directed by women, and the NIS Training Grants Program awarded six grants to
projects implemented by female NGO activists and community leaders. These two grant-making programs have
helped women in Russia acquire a wide range of organizational skills, establish links with other NGOs in Russia
and in the United States, encourage grassroots activism, establish training centers, and learn how to mount
public awareness campaigns and work with volunteers. Project topics included women'’s legal rights, and
combating domestic violence and the trafficking of women.

U.S. Department of State — Book Translation Program: The Book Translation Program awards small
subsidies to Russian commercial publishers to help them publish and sell affordable translations of American
books, with the goal of ensuring the widest possible availability of American books in Russia, while at the same
time supporting the development of an independent publishing industry in Russia. In FY 2000, the U.S.
Embassy’s Public Affairs Section awarded sixteen new book translation grants totaling $48,500, mainly for
textbooks on business and economics, but also for books on political theory and American history. The Book
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Translation Program is supplemented by a series of seminars for booksellers and publishers, and by the Public
Affairs Section’s annual participation in the Moscow International Book Fair.

U.S. Department of State — Library Assistance, Information Resource Centers: The U.S. Embassy’s Public
Affairs Section provides assistance to public libraries throughout Russia, including the provision of print and
electronic resources on U.S. Government, business and society; training and other technical assistance. The
goal of this program is to provide Russian citizens with increased access to information by helping the country’s
libraries develop into modern institutions that provide free access to information. The Public Affairs Section
provided $35,000 in collection development assistance to the regional Universal Scientific Library in Yuzhno-
Sakhalinsk, where programs in support of the U.S. Government’s Regional Initiative (RI) will be able to leverage
the library’s resources. The U.S. Government maintains a network of three Information Resource Centers (in
Moscow, St. Petersburg and Vladivostok) and five American Centers (in Moscow, Yekaterinburg, Nizhniy
Novgorod, Tomsk and Rostov-on-Don). In FY 2000, the Public Affairs Section initiated a new program, the
American Corners Project, which will add twelve new sites to this network (in Novgorod, Samara, Togliatti,
Khabarovsk, Vologda, Petrozavodsk, Ufa, Irkutsk, Novosibirsk, Yuzhno-Sakhalinsk, Volgograd and Kazan). The
American Corners provide unofficial U.S. representation in cities that do not have official U.S. Government
representation, provide support to ongoing RI projects in Samara, Togliatti, Yuzhno-Sakhalinsk, and
Khabarovsk, and act as the base for follow-up activity in Novgorod, a region that has graduated from the RI. In
addition, the Public Affairs Section’s Information Resource Office developed a handbook for NGOs, provided
information to libraries, and universities all over Russia, conducted media outreach, and provided study
opportunities for advanced library-science students at the Moscow State University of Culture.

U.S. Department of State — U.S. Speakers and Specialists Program: This program, which is administered
by the U.S. Embassy’s Public Affairs Section in collaboration with the Office of International Information
Programs (lIP), aims to facilitate communication between key audiences in Russia and individual Americans
representative of a broad range of informed opinion. In FY 2000, 32 U.S. experts traveled to Russia to deliver
lectures and conduct seminars for diverse groups of Russian professionals, students and scholars on subjects
of key importance, including independent media, consolidation of democratic institutions, and public
administration and management. Four U.S. media specialists were placed as long-term Professionals-in-
Residence at Russia’s National Press Institute (NPI), Internews-Russia and regional media outlets to focus on
such topics as media sales, marketing and management, and print media advertising and graphics. In addition,
former Texas Governor Ann Richards discussed political fundraising and women in politics with journalists,
elected officials, NGO activists, and public administration faculty and students.

Security Programs

U.S. Department of Defense (DoD) — Cooperative Threat Reduction (CTR) Program: U.S.-Russian
cooperation on CTR programs continued without disruption throughout FY 2000. From FY 1992 to FY 2000,
DoD notified to the U.S. Congress over $2 billion in CTR assistance to Russia, of which over $1.5 billion had
been obligated and over $1 billion disbursed as of the end of FY 2000. To help Russia reduce its force structure
to START Il or START Il levels, DoD and several Russian Government Ministries agreed in December 1997 on
new CTR projects to support required missile systems dismantlement and strategic submarine elimination, and
to enhance the security of Russia’s nuclear weapons and fissile material. Several of these projects continued
during FY 2000. Additional projects were also initiated to prevent the proliferation of biological weapons
expertise and technology.

International Military Education and Training (IMET) and Foreign Military Financing (FMF): In FY 2000,
Russia’s Ministry of Defense cautiously resumed participation in both the IMET and the FMF Programs, having
suspended its participation in FY 1999 to protest the U.S. Government’s actions in Kosovo. In FY 2000,
$758,000 was expended for the participation of 214 Russians from the Ministry of Defense, the Ministry of
Foreign Affairs, the Ministry of Emergency Situations, and other agencies in IMET training programs.

U.S. Department of State — Science Collaboration/ Biological Weapons (BW) Redirection: In FY 2000, the
U.S. Government actively supported the transition to peaceful civilian work of former Soviet weapons scientists
through funding for International Science and Technology Center (ISTC) and Civilian Research and

Development Foundation (CRDF) projects. Projects were also initiated under BW Redirection programs of the

U.S. Departments of Agriculture (USDA) and Health and Human Services (HHS) to help redirect former Soviet
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BW scientists through collaborative research in the areas of agriculture and public health. (For more detail,
please see U.S. Department of State - Redirection of Biotechnical Scientists section in Part Il of this report.)

Other Security Programs: In FY 2000, the U.S. and Russian Governments also continued to cooperate on a
number of other security programs. DoD and the U.S. Environmental Protection Agency (EPA) continued work
on the Arctic Military Environmental Cooperation (AMEC) Program with Russia and Norway. The State
Department provided export control and border security assistance through the U.S. Customs Service and the
Departments of Commerce and Energy, particularly in the area of facilitating development of Russian internal
compliance programs.

U.S. Department of Energy (DOE) — Nonproliferation Programs: DOE is implementing a broad range of
programs that focus on securing nuclear materials, reducing stockpiles of nuclear material, and accelerating the
transition of facilities and workers from nuclear defense work to civilian purposes. (Please see Security
Programs Section in Section Il of this report for more detail.)

Material Protection, Control and Accounting (MPC&A) Program: Since 1993, DOE’'s MPC&A Program
has worked to address the daunting challenge of securing the enormous stock (960 metric tons) of fissile
material resulting from the former Soviet Union’s half century of nuclear weapons and civilian nuclear power
programs. This material is sufficient to make over 58,000 nuclear devices. Major accomplishments in FY
2000 included continuing security improvements on about 750 metric tons of highly enriched uranium (HEU)
and plutonium. The program also expanded its cooperation with the Russian Navy.

Highly Enriched Uranium (HEU) Purchase Transparency Program: DOE negotiated and implemented
transparency measures under the U.S./Russia HEU Purchase Agreement, including monitoring visits to
Russian nuclear facilities; the maintenance of a permanent office at a Russian materials processing
facility; and developing and using instrumentation to confirm that weapons-grade uranium is being
converted into uranium for use in U.S. nuclear power plants.

Nuclear Cities Initiative (NCI): The NCI is intended to promote economic opportunities and community
development to accelerate the contraction of Russia’s nuclear complex. Despite strict controls on access
to the nuclear cities imposed by the Ministry of Atomic Energy (MinAtom), NCI made progress in FY 2000,
its second full year of operation,. Most notably, 500,000 square feet were carved out of the classified
Avangard Electrochemical Plant in Sarov to create the Sarov Technopark.

Warhead and Fissile Material Transparency Program: Since FY 1994, funding for transparency and
irreversibility activities under DOE’s Warhead and Fissile Material Transparency Program has totaled $62
million. In addition to providing valuable insight on Russia’s nuclear weapons dismantlement process, this
program has employed over 1,000 Russian nuclear weapons scientists, thus contributing to nonproliferation
objectives.

Mayak Transparency Negotiations: In FY 2000, DOE, its National Laboratory personnel and the U.S.
Department of Defense conducted a fissile material transparency technology demonstration to familiarize
a Russian delegation with procedures for measuring the attributes of a nuclear-weapons component
without releasing sensitive or classified information.

Reduced Enrichment for Research and Test Reactors (RERTR): RERTR activities continued to support
testing at the St. Petersburg Nuclear Physics Institute of low-enriched uranium (LEU) fuel elements that can
be used for conversion of reactors in Uzbekistan, Hungary, Ukraine and Vietnam. In addition, development
of high-density fuels for Russian-designed research reactors was initiated at the Bochvar Institute.

Initiatives for Proliferation Prevention (IPP): The IPP Program provides non-weapons-related work for
former Soviet weapons of mass destruction (WMD) scientists, engineers, and technicians through
commercially viable market opportunities. Since 1994, the IPP program has funded more than 8,000 former
Soviet weapons scientists at over 180 institutes. In FY 2000, the IPP program continued to emphasize
commercialization by approving only new projects with a clear commercial focus and an industrial partner.
Since 1994, over $55.5 million has been allocated to projects that include cost-sharing by U.S. industry
projects.
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Nuclear Export Control Program/Second Line of Defense (SLD) Program: DOE’S Nuclear Export
Control Program carried out more than 25 projects in FY 2000 to enhance Russia’s nuclear export-control
capabilities. The complementary SLD Program helps Russia combat the trafficking of illicit nuclear
materials across border and control points. The program’s strategy is focused on providing radiation
detection equipment for Russian customs posts and border crossings, optimizing the use of that
equipment through upgrades, and developing training programs and tools for Russian customs officials.

Fissile Material Disposition Program: In July 1998, the U.S. and Russian Governments signed an
agreement on scientific and technical cooperation to govern joint U.S.-Russian activities in plutonium
disposition. In September 2000, the two governments signed an agreement for disposing of 68 metric
tons of weapons-grade plutonium (34 metric tons in each country). Acceptable technologies include
irradiating the surplus plutonium as mixed oxide (MOX) fuel in reactors or immobilizing it with high-level
radioactive waste, rendering it suitable for geologic disposal. Implementation of this program requires
the construction of new industrial-scale facilities to convert and fabricate this plutonium into fuel in both
countries, and to immobilize a portion of the U.S. plutonium.

U.S.-Russia Joint Commission on POW/MIAs: Through the U.S.-Russia Joint Commission on POW/MIAs,
the U.S. Defense Department's Moscow-based Defense POW/Missing Personnel Affairs Office continued to
support the Russian side of the Commission in its efforts to account for Soviet and Russian citizens missing
during and after World War II. This includes trying to account for Soviet military and civilian citizens who were
missing in performance of their official duties abroad, in incidents at sea, in submarines, in the air, and in various
local wars.

Social-Sector and Humanitarian Programs

USAID Urban Socio-Economic Programs: In FY 2000, USAID continued its assistance to local governments
and the business and NGO communities to improve the social and economic life of Russia’s cities. At the local
level, with USAID assistance, four pilot cities began making a transition to means-testing of social benefits and
competitive procurement of services from private providers. Five cities developed long-term municipal

economic development plans in collaboration with the local business and NGO communities; two of these cities
established permanent municipal economic development agencies with public- and private-sector participation.
USAID also helped three cities in the Russian Far East identify energy-efficiency improvements in their district
heating systems in order to reduce costs and improve service to the local population. A total of 19 cities
established centralized real estate registration systems, and 16 cities moved to adopt transparent zoning
regulations, thus creating a more investor-friendly business climate. At the federal level, USAID’s urban socio-
economic programs provided more than 25 models of local reforms that directly impacted the development of
national housing, communal services, land, real estate, and social assistance policy and legislation.

USAID Health-Care Reform Programs: In FY 2000, USAID continued to implement multi-year strategies
aimed at specific health problems in Russia, including women’s and infant health, HIV/AIDS prevention, and
tuberculosis control. USAID also continued to support U.S.-Russian primary health-care partnerships and
facilitated a dialogue at the national level on the quality of health care in Russia.

Women’s and Infant Health Project: In June 1999, USAID initiated a women’s and infant health strategy
that incorporates training in a range of prenatal, maternity and postnatal care and treatment issues, based
on the most modern information available in the area of women'’s health. The strategy also incorporates
increased counseling on family planning, sexually transmitted diseases and domestic violence. In FY 2000,
field-based programs were initiated in Novgorod and Perm. More than 600 clinicians were trained; more
than 150,000 clients received materials on modern contraceptives; and 2,000 sets of nine contraceptive cue
cards for clinicians were distributed to project sites in Novgorod and Perm Oblasts (Regions).

Infectious Disease Programs:. USAID continued its HIV/AIDS prevention activities in Moscow and
Saratov. HIV/AIDS and sexually transmitted disease (STD) prevention leaflets, brochures and posters were
placed in clinics and youth centers, and a series of youth events were organized to promote condom use
and increase HIV/AIDS awareness among young people. Two HIV/AIDS-prevention partnerships also
continued. The first was between the Moscow-based NGO “No to Alcoholism and Drugs” (NAN) and the
Lower East Side Harm Reduction Center of New York City, and the other was between three organizations
in Saratov—the Regional AIDS Prevention Center, the NGO “Harmony,” and the Center for International
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Understanding—and three Washington, D.C.-based organizations—Helping Individual Prostitutes Survive,
Metro Teen AIDS, and the Whitman-Walker Clinic. Both partnerships have developed prevention strategies
for high-risk groups, strengthening the capacity of the Russian partners to design and implement HIV/AIDS-
prevention programs. USAID's anti-tuberculosis (TB) program launched activities in three pilot sites—
Ivanovo, Orel and Vladimir—focusing on implementation of the World Health Organization’s (WHO) Directly
Observed Therapy Short Course (DOTS) tuberculosis control program, upgrading laboratory facilities, and
providing models for use in an upcoming World Bank loan. In September 2000, a standardized treatment
protocol jointly developed by the Centers for Disease Control and Prevention (CDC), WHO and their
Russian counterparts was finalized, capping a year-long collaborative effort among technical leaders in the
field and their Russian counterparts. The governors of all three regions publicly declared their support for
the program.

Community-Based Health Care Project: In October 1998, the USAID-funded American International
Health Alliance (AIHA) initiated a new, broad-based series of U.S.-Russian partnerships focusing on
community-based primary health care. By working with municipal governments, social services, schools,
universities and public organizations, the program began fostering more effective and efficient delivery of
health-care services in communities. As part of a community-based health initiative, USAID established
new primary health-care partnerships in Samara, Sakhalin and Tomsk, as well as in two Nuclear Cities
Initiative sites, Sarov and Snezhinsk, with support for the latter sites provided by the U.S. Department of
Energy. The U.S. and Russian partners pursued objectives in the areas of hospital management and
administration, nursing, women's health, neonatal resuscitation, emergency medical care, maternal and
child health, and hospital infection control.

USAID Assistance to Russian Orphans (ARO): In FY 2000, USAID continued its project to provide
assistance to Russian orphans, many of whom are still automatically put into state institutions soon after birth
and are cared for outside of families and communities. In many cases, reintroduction into society never occurs.
The ARO Project supports activities to prevent child abandonment, promotes the development of community
services, and encourages organizations involved with orphan issues to share ideas with each other. Two U.S.
NGOs—Holt International Children's Services and Mercy Corps International—are working with leading Russian
NGOs in Novgorod, Samara and the Russian Far East, as well as other regions of the country, using innovative
approaches to child-welfare issues. Under the ARO Project, grants totaling more than $1 million have been
provided to more than 40 Russian NGOs, and training has been provided to more than 100 NGOs, local
government representatives, and other relevant stakeholders.

U.S. Department of Agriculture (USDA) — Food Aid: In FY 2000, USDA continued to deliver seed and food
commodities under the terms of the bilateral agreements signed in FY 1999. USDA provided a total of
approximately one million metric tons of food, valued at $240 million. This consisted of 1999 P.L. 480
commaodities (valued at $74 million); an additional 300,000 metric tons of wheat donated under the Section
416(b) Program (valued at $54 million); 150,000 metric tons of various commodities (valued at approximately
$85 million) as part of humanitarian assistance under the Food for Progress Program, delivered through seven
U.S. private voluntary organizations; and 20,000 metric tons of seed (valued at $27 million). The sale of
commodities provided under the U.S. Government's FY 1999 Russian food aid program has resulted in more
than 9.1 billion rubles in payments to the Russian State Pension Fund. By the close of FY 2000, 95 percent of
the 9.6 hillion ruble target had been achieved. In addition, thanks in large measure to the U.S. Government's
and European Union’s food assistance programs, pension arrears have been eliminated in Russia. Moreover,
some 81 of Russia’s 89 regions were direct beneficiaries of the food assistance, including more than 1,000
social institutions that received benefits from the free wheat distribution. In addition to providing support to 35
million pensioners, the combined effect of these food aid programs over the past two years has been to stabilize
bread prices and feed the poorest Russians; to enable feed grains and quality seeds to be made available to
Russian farmers to help prevent a further major decline in Russia’s livestock and poultry industries; to create
jobs at ports and help revitalize dormant processing facilities; to provide bread products or other critical items to
more than 1,000 orphanages, mental institutions, hospitals and other social institutions; and to provide major
support to Russia’s agricultural credit cooperatives and seed institutions, all of which contributed to a more
stable agricultural and social sector.
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U.S. Department of State — Operation Provide Hope: In FY 2000, the Humanitarian Programs Division of the
Office of the Coordinator of U.S. Assistance to the NIS transported $26.05 million in privately donated and U.S.
Defense Department excess humanitarian commodities to Russia, at a cost to the U.S. Government of $2.05
million.

Energy and Environmental Programs

U.S. Department of Energy (DOE) — Nuclear Reactor Safety Program: In FY 2000, a series of DOE
projects continued to improve safety at Russia’s nuclear power plants. Safety parameter display systems
were installed at three reactors to provide key parameters to plant operators in case of an accident. Five full-
scope or analytical simulators were provided to nuclear plants for the purpose of training control-room
operators. Formal classroom training was conducted at the Balakovo training center, and over 3,000
operators were trained using U.S.-supplied methodology. With support from U.S. experts, work continued on
in-depth safety assessments for the Leningrad, Kola and Novovoronezh nuclear power plants. These
assessments will identify the plants’ weaknesses, and are needed to assess plant modifications and to obtain
operating licenses from the regulatory authority. Initial results are already being used to improve safety. The
International Nuclear Safety Center sponsored a technical workshop on severe accident management in
Obninsk. Work continued on a series of technical projects conducted at Nuclear Safety Centers in the United
States and Russia. The Centers coordinated further activities under a project to validate the application of
U.S. computer codes to Russian reactor-safety analysis.

DOE Energy Efficiency Programs: Since 1993, the U.S. and Russian Governments have been working
together to address the problems of satisfying the growing demand for energy while reducing adverse
environmental impacts in both countries. One result of this cooperation has been the establishment of an
energy efficiency center in Moscow managed and staffed by Russians. Successful projects include the
retrofitting of district heating systems in the Orlov Region and in several cities, including Chelyabinsk, Kostroma,
Murmansk, Zheleznogorsk and Litkarino. These cities are interested in the potential for savings that they have
invested more than $2 million of their own money in the project. In order to create an infrastructure that will
encourage and promote energy efficiency, DOE has worked to develop an energy-savings code and standards
for buildings and equipment. In Moscow alone, the building codes established have reduced carbon dioxide
emissions by 500,000 tons over the past three years. Other energy-efficiency activities have included the
construction of 40 wind/diesel hybrid power stations in Murmansk; adoption of energy-efficiency laws in
Sakhalin, Yaroslavl and Chelyabinsk; and initiation of a project to retrofit the Sechenov Moscow Medical
Academy with energy efficiency measures that will serve as a flagship project for other hospitals. In 2001, DOE
hopes to sign an energy efficiency agreement with the Russian Government that will expand cooperation to
facilitate financing of projects, expand work to more regions, and link energy efficiency to joint implementation
climate change projects. Potential future activities include the retrofitting of district heating systems,
construction of wind-diesel and biomass power plants in northern Russia and the Russian Far East, and an
initiative to improve the energy efficiency of government-owned buildings.

USAID Energy-Sector Reform Programs: USAID is currently phasing out its energy-sector programs in
Russia, with the exception of projects to promote energy efficiency and reform. USAID’s 1999 report on
restructuring Russia'’s electricity sector served as the strategic plan for U.S. Government-funded efforts to
promote reform. Through its Energy Partnerships Program, USAID funded a business development project for
two utilities—IrkutskEnergo and NovosibirskEnergo—implemented by the U.S. Energy Association (USEA),
whose objective is to improve the utilities’ commercial business practices through familiarization with the best
business practices of U.S. utilities.

USAID Environmental Programs: USAID's Replication of Lessons Learned (ROLL) Project is enabling
Russians to identify the best environmental methodologies, technologies, practices and policies and replicate
them in other Russian regions and cities. Working in the areas of pollution reduction, sustainable development,
health risk assessment, environmental education, and land-use planning, the ROLL Project facilitates the
sharing of successful initiatives among government, business, industry, NGOs, and educational and health
institutions. Since its inception, the ROLL Project has awarded nearly 200 grants totaling $5.6 million to
Russian organizations to support replication activities in 78 of Russia’s 89 regions. A second major USAID
environmental initiative is the Forestry Resources and Technologies Project (FOREST), whose major
components are forest fire prevention, forest pest monitoring, support to small and medium-sized businesses in
timber and non-timber forest products and secondary wood processing, renewable energy alternatives, forest
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policy reform, applied forestry research, and forestry grants. The geographical focus of the FOREST project is
the Russian Far East (RFE) and Siberia. Major accomplishments include the following:

USAID's reforestation program in the RFE has resulted in the production of over 2.5 million seedlings in
2000, compared to 6,500 produced before the program was initiated;

Forest fires in Khabarovsk Krai were reduced by 25 percent due to USAID’s purchase of radio and forest
fire-fighting equipment, which increased local capacity to detect and effectively combat forest fires;

Air pollution reduction and improved waste management are taking place due to low- and no-cost measures
undertaken in dozens of industrial enterprises;

USAID helped 210 eco-businesses to grow and to improve their environmental performance;

A new federal decree on Application of the Risk Assessment Methodology in Russia was adopted by the
Russian Government and is being applied throughout the country; and

A federally targeted program for tiger conservation has stabilized the endangered Siberian tiger population
at approximately 400 animals.

USAID’s environmental programs focus not only on environmental issues, but also on supporting sustainable
economic growth. The economic impact of these programs is significant: they help protect valuable natural
resources, and encourage value-added processing, the introduction of new environmentally friendly products
and technologies, market linkages and improvement of the investment climate in Russia. In addition, these
programs facilitate the creation of new jobs and improve the quality of life by reducing environmental health
risks.

U.S. Forest Service (USFS)/USAID Forest Management Training: USFS has a long history of cooperating
with Russia to promote sustainable forest management in the Russian Far East, Central Siberia and Sakhalin.
USFS is working with the Federal Forest Service of Russia on several projects in the area of forest protection,
including fighting forest fires, mitigating global climate change and monitoring forest pests. The Chugach
National Forest in Alaska has formed a long-term “sister forest” partnership with the Magadan Nature Reserve in
northeastern Siberia focusing on environmental education, ecotourism, wildlife biology and new technology
research. In FY 2000, 16 Russians traveled to the United States under programs jointly sponsored by the USFS
and USAID’s Natural Resources Sustained Forestry Project, 11 of whom participated in a wildland fire
suppression program and five of whom participated in a firefighter exchange program. Most of this training took
place in Utah and Idaho.

U.S. Fish and Wildlife Service (USFWS): In FY 2000, the USFWS continued to administer a small-grants
program to benefit Russian parks and nature reserves, and to promote tiger and bear conservation. The U.S.
and Russian Governments signed a treaty on the management of the shared U.S.-Russian polar bear
population. USFWS officials also cooperated with their Russian counterparts in the areas of salmonid and
coregonid fish conservation; studies of cetaceans and other marine mammals, and other joint conservation-
related research projects.

U.S. Coast Guard (USCG): The USCG's Columbia Environmental Research Center cooperates with the
Institute for Biology of Inland Waters in the area of aquatic ecology.

U.S. Geologic Survey (USGS): The USGS is working with the Russian Government to bring the Russian
National Seismological Network into accordance with the technical standards of the Global Seismographic
Network.

National Oceanic and Atmospheric Administration (NOAA): NOAA'’s Alaska Fisheries Science Center

collaborates with Russian scientists at the Pacific Fisheries Research Center on research on the western Bering
Sea.
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Preview of FY 2001 Programs

In FY 2001, U.S. Government assistance to Russia will continue its regional and grassroots emphases, supporting
the development of small business and civil society, as well as health-care reform and environmental activities.
Pursuant to Congressional directives, the U.S. Government will continue to target funds away from the Russian
federal government and Moscow, towards Russia’s reform-minded regions and NGOs. Exchange programs will
work to strengthen the valuable partnerships between U.S. and Russian communities and organizations in all
sectors and will bring more Russian citizens to the United States to observe democracy and free-market
economics first-hand. U.S. Government-funded programs will also continue to address significant obstacles to
reform in Russia, including corruption, organized crime, and the overall lack of an effective and comprehensive
legal system that can ensure the rule of law. USAID will continue to work with other donors to promote banking
and tax reform.

The U.S. Government will also continue to address the threat of proliferation of weapons of mass destruction,
dual-use weapons, weapons materials, technology and expertise in Russia in FY 2001. Cooperative Threat
Reduction (CTR) activities and nuclear materials security programs will continue to be the highest priority.
Scientific collaboration programs will provide alternative employment opportunities to prevent the proliferation of
weapons expertise from the tens of thousands of former Soviet weapons scientists in Russia. Also,
nonproliferation programs will enhance Russia's ability to prevent illicit trafficking in weapons of mass
destruction, dual-use weapons and associated materials.

TAJIKISTAN

Political Overview

In FY 2000, Tajikistan continued its difficult transition from civil war to civil order and from dictatorship to
democracy. The peace process, which began with the 1997 signing of accords between the Government of
Tajikistan and the United Tajik Opposition (UTO), came to a formal close with two milestone events: presidential
elections in November 1999 and parliamentary elections in February 2000, both of which were conducted
peacefully. A joint United Nations/Organization for Security and Cooperation in Europe (OSCE) election
observation mission concluded that the parliamentary elections, in which several genuinely independent political
parties and a number of independent candidates participated, did not meet minimum international standards, but
nevertheless compared favorably with the limited choice offered to voters in Tajikistan’s previous elections.

With the peace process having formally come to an end, the Commission on National Reconciliation, which had
overseen implementation of the peace accords, was disbanded. The UTO likewise disbanded into its
constituent organizations, which expressed a commitment to working peacefully within Tajikistan’s existing
political system. Tajikistan is the only Central Asian country in which a religiously affiliated political party is
represented in parliament: the Islamic Renaissance Party holds two seats in the country’s new parliament.
President Rahmonov, while no longer specifically obliged (as he was under the peace accords) to allocate one-
third of government positions to the UTO, has kept some former UTO officials in senior cabinet-level positions.
A central government crackdown in early 2000 curtailed the activities of various armed groups in the capital city
of Dushanbe, although some others, particularly in parts of the Karategin Valley, continued to remain largely
outside government control.

In FY 2000, Tajikistan’'s fragmented neighbor to the south, Afghanistan, continued to be a base of international
terrorism, a scene of civil conflict between the Taliban and their opponents, and the world’s largest producer of
opium. This combination of negative factors produced cross-border effects that regularly threatened to
destabilize Tajikistan’s fragile and hard-won peace. During summer 2000, the Islamic Movement of Uzbekistan,
a terrorist organization, used Tajikistan as a staging ground for an insurgency campaign against the
Government of Uzbekistan. At the same time, Taliban advances in northern Afghanistan threatened to inundate
Tajikistan with thousands of refugees. All the while, a constant flow of illegal narcotics transited Tajikistan from
Afghanistan on the way to Russian and European markets, leaving widespread violent crime, corruption, and
economic distortions in its wake.
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Economic Overview

Tajikistan is the poorest NIS country and one of the poorest countries in the world. With foreign revenue
precariously dependent on exports of cotton and aluminum, the economy is highly vulnerable to external
shocks. In FY 2000, international assistance remained an essential source of support for rehabilitation
programs that reintegrated former civil war fighters into the civilian economy, thus helping keep the peace.
International assistance was also necessary to address a severe drought and resulting food production shortfall
that, by some estimates, threatened to affect half of Tajikistan’s population.

Despite resistance from vested interests, the Government of Tajikistan continued to pursue macroeconomic
stabilization and structural reform in FY 2000. In December 1999, the Government announced that small-
enterprise privatization had been successfully completed, and the privatization of medium-sized and large state-
owned enterprises (SOEs) continued incrementally. The continued privatization of medium-sized and large
SOEs, land reform, and banking reform and restructuring remain top priorities. Shortly after the end of FY 2000,
the Board of the International Monetary Fund gave its vote of confidence to the government’s recent
performance by approving the third annual Poverty Reduction and Growth Facility Loan for Tajikistan.

Overview of U.S. Government Assistance

In FY 2000, the U.S. Government provided an estimated $49.30 million in assistance to Tajikistan, including
$33.90 million in U.S. Department of Agriculture (USDA) food aid through the Food for Progress and Section
416(b) Programs, $9.93 million in FREEDOM Support Act (FSA) assistance, $140,000 in other U.S.
Government assistance, and $5.33 million in U.S. Defense Department excess and privately donated
humanitarian commodities. USAID programs, which accounted for approximately $7.5 million of FSA-funded
assistance to Tajikistan, were focused on the broad areas of democracy and governance, economic
restructuring, health sector support, humanitarian assistance and energy and environment. In addition to
providing FSA-funded assistance, USAID also provided $25,000 in assistance through the Child Survival and
Matching Grant Programs of its Office of Foreign Disaster Assistance. The U.S. State Department’s Public
Diplomacy exchange programs accounted for approximately $1.0 million.

Over the past several years, U.S. Government assistance to Tajikistan has focused heavily on supporting
political reconciliation and the establishment of a stable, pluralistic government. This has included direct support
for the now-completed peace process, for demobilizing fighters, and for political party development and election
administration. The U.S. Government has also promoted the development of a more active civil society in
Tajikistan in order to build demand for democratic practices. To facilitate Tajikistan’s transition to a market
economy, the U.S. Government has helped the Government of Tajikistan rewrite laws and recast the public
institutions needed to foster economic growth in a free market. To spur economic growth, the U.S. Government
has promoted privatization, commercial law reform, micro-credit programs, agricultural-sector development, and
the strengthening of local non-governmental organizations (NGOs). The U.S. Government’s regional
environmental and energy programs have supported Tajikistan's participation in regional water and energy
management programs along with its Central Asian neighbors. U.S. Government-funded assistance in the
health-care sector has demonstrated the openness of the Tajik medical community to quality improvements and
the willingness of the Ministry of Health to support needed health-sector reforms. In FY 2000, U.S.
Government-funded humanitarian assistance programs continued to target vulnerable groups throughout the
country. Through extensive U.S. Government-funded training programs, thousands of Tajik citizens from a wide
range of sectors have gained the skills needed to move forward with reforms in the public sector and to build a
prosperous private-sector economy.

Training and Exchange Programs

Since FY 1993, U.S. Government-funded exchange programs have brought almost 900 Tajik citizens to the
United States for short-term professional or long-term academic training, including over 90 in FY 2000 alone.
These programs give participants an opportunity to develop their skills and establish valuable contacts with U.S.
counterparts.

USAID Training Programs: Training programs continued to be a critical element of USAID’s assistance to

Tajikistan in FY 2000. These programs, which have proven especially effective when linked to USAID’s
targeted technical assistance efforts, have helped participants make a positive impact on policy-making in
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Tajikistan by exposing them to international practices through in-country, third-country and U.S.-based training.
Approximately 3,000 Tajiks participated in USAID training programs this past year. Of this total, USAID trained
over 1,980 Tajiks (48% of whom were women) through its Global Training for Development (GTD) Project in FY
2000 in the areas of democratic transition, economic restructuring and social stabilization. A participant in a
training course on the role of NGOs in post-conflict societies returned to Tajikistan and founded an NGO to
serve the needs of rural NGO leaders, university students, and others who seek to develop their leadership
skills. As a result of an exchange between the Tajikistan Center for Citizenship Education and the University of
Nebraska at Omaha, the Center designed a program that will facilitate the creation of specialized working
groups to solve local-level problems. One of these working groups is actively seeking employment opportunities
for women refugees and women heads of household. The Center, which has also been educating the general
public on conflict resolution, has been widely publicized in local newspapers.

U.S. Department of State — Public Diplomacy Exchanges: Academic and professional exchange programs
administered by the U.S. Embassy’s Public Affairs Section in collaboration with the Bureau of Educational and
Cultural Affairs (ECA) continued to support Tajikistan’s political and economic transition during FY 2000.
Approximately 50 Tajik citizens traveled to the United States on the ECA Bureau’s academic and professional
exchange programs. The International Visitor (IV) Program sent a number of Tajik decision-makers and
opinion-leaders to the United States to learn about the business aspects of education in a market-based
economy, U.S. methods of civic education, and the promotion of tolerance in an ethnically and religiously
diverse society. Regrettably, political interference by the Tajik Government in the process of participant
selection led to the cancellation of a proposed IV program on the role of political parties in a democratic system.
In addition, 27 high school, undergraduate and graduate students participated in the ECA Bureau’s long-term
exchange programs. The experience they gained will support Tajikistan’s transition and foster long-term ties
between U.S. and Tajik citizens.

U.S. Department of Commerce — Special American Business Internship Training (SABIT) Program:
Disrupted in Tajikistan after the U.S. Embassy in Dushanbe suspended normal operations in October 1998, the
SABIT Program resumed operations there in FY 2000, sending three of the country’s most highly qualified
entrepreneurs to the United States for short-term training programs on oil and natural gas transportation,
building and home construction, and environmental technologies for water quality and waste-water treatment.
These programs supported Tajikistan’s transition to a market-based economy by giving talented managers
hands-on experience with U.S. management practices in industries of critical importance to Tajikistan’s
economy and infrastructure.

Trade and Investment Programs

Central Asian - American Enterprise Fund (CAAEF): The CAAEF was created in 1994 to promote creation
of small and medium-sized businesses in Central Asia. The Fund made one direct equity investment in
Tajikistan in 1995—in a bottling enterprise—and used to run a small-business lending program that worked
through local partner banks. However, the Fund was not active in Tajikistan in FY 2000, and did not make any
new investments or loans.

Overseas Private Investment Corporation (OPIC): In its first-ever operation in Tajikistan, OPIC supported a
U.S.-based equity fund’s investment in a water-bottling plant in the northern city of Ura-Teppa. The plant will
produce bottled drinking water for local markets and for export.

Business and Economic Development Programs

USAID Accounting Reform Programs: In FY 2000, Tajikistan began the process of reforming its accounting
profession with the help of USAID training in international accounting standards (IAS), practices and principles.
Over 150 Tajik bookkeepers completed the first year of training under what will be a four-year certification
program. The enthusiasm generated by this initiative prompted trainees to convene a national roundtable,

which was financed by the Eurasia Foundation and included participants from Kazakhstan, Kyrgyzstan, Russia
and USAID, as well as professional accountants from Tajikistan and Tajik Government representatives. The
roundtable’s participants discussed how best to introduce IAS in Tajikistan. One concrete measure of this
project’s impact has been the establishment of an Institute of Professional Accountants and Auditors of the
Republic of Tajikistan. In September, the Institute joined the Central Asian Council of Accountants and Auditors.
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The Institute is in the process of opening a branch in Khojand, in northern Tajikistan, and plans to begin training
programs in both Dushanbe and Khojand. USAID hopes to support the Institute’s efforts in FY 2001.

USAID/USDA Micro-Credit Program: A new micro-credit program jointly supported by USAID and the U.S.
Department of Agriculture (USDA) and implemented by the U.S. private voluntary organization (PVO) Mercy
Corps International, was reaching over 3,000 women as of the end of FY 2000, and is expanding by twenty to
thirty women’s groups every month, each of which consists of eight to ten women. The total value of the
program'’s outstanding loan portfolio is now $2.1 million, with loan repayment rates averaging 99 percent.

USAID Farmer-to-Farmer (FTF) Program: The FTF Program fielded eight U.S. volunteers in Tajikistan during
FY 2000. Their efforts focused on supporting fledgling agribusinesses in the part of the Ferghana Valley that is
located in northern Tajikistan. Several of the FTF volunteers made multiple trips to Tajikistan during the year
and were enthusiastically received by their Tajik counterparts.

Democracy Programs

Strengthening Tajikistan’s democratic culture is not only essential to reforming the country’s political institutions,
but is also a cornerstone for building peace in the aftermath of the country’s five-year civil war. In FY 2000, U.S.
Government-funded democracy programs focused on political party-building, election-related activities such as
voter and civic education, electoral law reform, judicial training, human rights (particularly women'’s rights)
training, and reform of the legal profession. Although the February 2000 parliamentary elections were flawed,
opposition members did win seats in the parliament, and eight out of 60 women who participated in U.S.
Government-funded training won seats in the upper chamber of parliament.

USAID Election-Related Assistance: Despite the shortcomings of the February 2000 parliamentary elections,
USAID election-related assistance facilitated a number of significant accomplishments. Technical assistance
provided to the Council for National Reconciliation (CNR) and the Central Election Commission (CEC) facilitated
the production of a procedural manual for Tajikistan’s 2,200 polling stations and exposed these groups to
international standards for election administration. The International Foundation for Election Assistance (IFES),
a USAID grantee, organized Tajikistan’s first-ever candidate debates and helped parties and candidates present
their political platforms on national television. Such a degree of opposition party access to the country’s national
media was unprecedented for Tajikistan, and has seldom been seen elsewhere in the region. In addition, IFES
participated in joint election observation activities, provided observer training to party and candidate
representatives, and encouraged local NGOs to participate in the electoral process. As a result, several NGOs
hosted candidate fora around the country, which involved an estimated total of 15,000 people. After the
parliamentary elections, Tajikistan’s political parties continued their involvement in the political process and
continued to benefit from U.S. Government-funded assistance. The Organization for Security and Cooperation
in Europe (OSCE), USAID, and the U.S. Defense Department’s Marshall Center jointly organized a roundtable
discussion that brought together Tajikistan’s political parties for the purpose of maintaining channels of
communication between them and to familiarize them with the experiences of other NIS political parties during
post-election periods.

USAID NGO Development Programs: USAID grantee Counterpart Consortium helped draft a new NGO law
for Tajikistan. As currently framed, this law will give Tajikistan one of the region’s most advanced legal
frameworks for NGO operations. A series of USAID-funded roundtables and seminars gave the public and local
NGOs an opportunity to directly comment on the proposed law. The final version of the draft law was published
in July for public comment prior to submission to the Parliament. USAID-sponsored Civil Society Support
Centers disseminated information on the draft law and provided a place where NGOs could share ideas and
receive training. USAID’s local implementing partners hosted 170 training workshops during the year, drawing
2,500 participants from over 1,000 local NGOs, community-based groups and other organizations. Small seed
grants were also provided to 29 Tajik NGOs to support efforts in a broad range of sectors.

USAID Support for Independent Media: USAID’s efforts to promote independent media in Tajikistan made
notable progress in FY 2000, particularly in the area of media advocacy. Thanks to a USAID-supported
analysis, a draft law on information that would have implemented overly stringent regulation of the Internet and
licensing of Internet providers was rejected by Tajikistan’s executive branch of government. Nineteen media
outlets received USAID-funded training on topics such as in-depth reporting, the legal rights of media, and
journalistic ethics. The USAID-supported national news exchange “Paighom” (“News from Afar”), which is now
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being aired weekly and has 17 contributing correspondents—50 percent more than in FY 1999. NANSMIT, a
USAID-supported journalists’ association, has developed into an active advocacy organization with 22
members. NANMSIT received a Eurasia Foundation grant to produce Law and Practice, a series of bulletins
providing information on media law to journalists and media outlets around the country.

USAID Community Reconciliation Program: To provide additional support to the peace process, USAID
funded a tolerance education program through NGOs in Dushanbe that was enthusiastically received by both
students and teachers.

Democracy Fund Small Grants Program: In its first year of operations, the U.S. Embassy’s Democracy
Commission awarded almost $100,000 in small grants supporting the development of a healthy non-
governmental sector, with a focus on helping newly formed NGOs that have innovative proposals for democratic
development, as opposed to supporting established NGOs that are already skilled at winning grants from donor
agencies. The Democracy Commission awarded 13 grants to NGOs working in fields such as civic education
and women'’s issues and made possible the start of a new independent newspaper and the revival of a
previously existing one.

U.S. Department of State — Internet Access and Training Program (IATP): In FY 2000, the ECA Bureau
launched IATP in Tajikistan by opening a public-access Internet site, which began providing Internet access and
training to alumni of U.S. Government-funded exchange programs and others in order to promote the free flow
of information and to encourage program alumni to network with their U.S. counterparts.

USAID Legal and Judicial Reform Programs: FY 2000 saw some notable successes in the area of legal
reform in Tajikistan. Technical assistance provided by USAID-funded advisors facilitated the development and
passage of the first and second parts of Tajikistan’s revised Civil Code. The close working relationship built
through this effort enabled the U.S. Government to continue providing legislative drafting assistance to the Tajik
Parliament and presidential administration. With assistance from USAID contractor Associates in Rural
Development (ARD)/Checchi, Tajikistan’s Council of Justice held its first two judicial examinations.
ARD/Checchi helped develop and administer the tests, and observed the testing and scoring process. This
represented the first step in establishing an open and transparent process for appointing judges in Tajikistan.
ARD/Checchi also compiled a legal database that provides lawyers and judges with Tajikistan’s full body of law
in one, easily accessible reference source for the first time in the country’s history.

U.S. Department of State — Law Enforcement Training: The Bureau of International Narcotics and Law
Enforcement Affairs (INL) helped prepare senior and working-level Tajik law enforcement officials by sponsoring
training courses, seminars and conferences, mainly at the International Law Enforcement Academy (ILEA) in
Budapest. In addition to ILEA training, Tajik law enforcement officials participated in a training course in post-
blast investigative techniques sponsored by the Bureau of Alcohol, Tobacco and Firearms, export-control
forums in Thilisi and Washington, D.C., sponsored by the Departments of State and Commerce, drug
enforcement seminars sponsored by the U.S. Drug Enforcement Administration, and regional prosecutorial
development and assistance conferences sponsored by the U.S. Department of Justice. Law enforcement
training programs prepared Tajik participants for combating terrorism, narcotics trafficking, and weapons
proliferation, and educated them about law enforcement in a context of rule of law and human rights.

Environmental Programs

USAID Regional Water Management Programs: The skills and knowledge of Tajik water and energy officials
improved as a result of their participation in several USAID-funded Central Asian regional activities. With

USAID training and technical assistance, Central Asian water resource managers developed a regional water-
use optimization model for the Syr Darya Basin, which will help them make more efficient use of the region’s
water resources for energy and irrigation purposes.

Humanitarian and Social-Sector Programs
In FY 2000, through USAID and the U.S. Departments of Agriculture and State, the U.S. Government provided a

substantial amount of humanitarian assistance designed to meet immediate human needs while at the same
time promoting peace and social stability.
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USAID Reconstruction and Reintegration Activities: The USAID-supported Rehabilitation, Reconstruction
and Development Program of the United Nations Office of Project Services (UNOPS) implemented job-creation
activities that provided employment opportunities for over 1,200 ex-combatants in the Karategin Valley, a focal
point of the former opposition and home to a large concentration of ex-fighters. The UNOPS program also
supported the reconstruction of houses, schools, clinics and other public infrastructure in several areas that

were hard-hit by the country’s civil conflict, directly benefiting over 20,000 families. Notably, this successful
project used contracts with local firms to implement rehabilitation activities, thus stimulating the local economy in
depressed areas.

USAID Agricultural Programs: In FY 2000, USAID supported agricultural programs in a number of regions,
including the Karategin Valley (Gharm and nearby Tavildara) and the Leninskiy District near Dushanbe. These
programs helped improve farming practices, increase farmers’ income, and support farm privatization efforts.
Results from these activities have been remarkable: wheat and potato yields increased three to four times in
areas around Dushanbe, with similar increases seen in the newer Karategin Valley program.

U.S. Department of Agriculture (USDA) — Food Assistance: USDA's Food for Progress and Section 416(b)
Programs played a key role in meeting the U.S. Government's humanitarian objectives, while at the same time
laying the foundation for longer-term development in Tajikistan. Four private voluntary organizations (PVOs)}—
Mercy Corps International, CARE, the Aga Khan Foundation and Save the Children Federation—used USDA
food commaodity grants to provide direct nutritional support to Tajik citizens and to generate local currency to
finance community development projects. Over 50,000 pregnant, lactating and anemic women received direct
nutritional supplements, and more than 20,000 school children benefited from a feeding program that addressed
nutritional needs and also encouraged families to send their children to school. The program also distributed
free food to the elderly and children in orphanages and boarding schools. The PVOs used monetization
proceeds to support the rehabilitation of schools and irrigation systems, bringing hundreds of hectares of
irrigable land back into productive use. All together, these cash-for-work activities employed over 2,200 people,
providing a much-needed economic boost to hard-hit communities suffering from 33- to 40-percent
unemployment rates. In FY 2000, the Government of Tajikistan attempted to tax the proceeds of monetized
USDA-donated food commodities, in violation of the bilateral agreement between the United States and
Tajikistan on humanitarian assistance. The Tajik Government eventually agreed to recognize its obligations
under the bilateral agreement, but the taxation incident caused a delay in the delivery of FY 2000 Food for
Progress commodities until FY 2001. Although USDA had budgeted a total of $33.9 million for PVO food
assistance to Tajikistan, approximately $4 million in commodities that were to have been provided in FY 2000
will be delivered in FY 2001 because the relevant agreements were not signed until early in the new fiscal year.

U.S. Department of State — Operation Provide Hope: In FY 2000, the Humanitarian Programs Division of the
Office of the Coordinator of U.S. Assistance to the NIS transported an estimated $5.33 million in privately
donated humanitarian commaodities—primarily medicines, medical supplies and food—to Tajikistan at a cost of
approximately $420,000 to the U.S. Government. These commodities were distributed through various U.S.
PVOs, including Counterpart International.

USAID Health Care Partnerships: The long-standing USAID-funded partnership between the Ministry of
Health and the Community Hospital in Boulder, Colorado, continued to provide equipment and training to mid-
level medical staff, with an emphasis on family health care services. USAID’s efforts to improve primary health
care in Tajikistan were supported by the opening of a Family Medicine Training Center under the auspices of the
Ministry of Health. This center will be an institutional partner under USAID’s expanded health program planned
for FY 2001.

Security Programs

While the Government of Tajikistan has expressed some interest in joining the Partnership for Peace, it did not
do so in FY 2000 and was therefore not eligible for support under the Warsaw Initiative. The Tajik Government
has made a commitment to cooperate with the U.S. Government on countering the proliferation of weapons of
mass destruction and other illicit trafficking.

U.S. Department of State — Export Control and Related Border Security (EXBS) Program: In FY 2000, the

U.S. Government initiated limited EXBS assistance to Tajikistan focused on developing and enhancing the
country’s counter-proliferation capabilities. The Government of Tajikistan announced its willingness to
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participate in the EXBS-funded Central Asian Regional Communications Link, which will strengthen intra-
governmental coordination on border security, and will help Tajikistan and its neighbors tighten control over
trafficking of illegal narcotics and the movement of international terrorists. Detection equipment provided by the
U.S. Customs Service will help inhibit potential cross-border trafficking of weapons of mass destruction.

U.S. Department of Defense (DoD) Training Programs: In FY 2000, DoD funded the participation of 13 Tajik
students in courses at the Marshall Center for Security Studies in Germany. DoD also funded the participation
of 17 Tajiks (including the First Deputy Prime Minister) in Marshall Center conferences in Germany and two
seminars in Tajikistan—one on political parties (organized jointly with the OSCE) and another on economic
development and institution-building (organized jointly with the United Nations Office for Project Services).

Cross-Sectoral Programs

Eurasia Foundation: In FY 2000, the Eurasia Foundation continued to operate a small grants program in
Tajikistan, awarding 17 grants totaling over $376,800 to Tajik NGOs in the areas of civil society-building, private
enterprise development and public administration and policy.

Programs Promoting the Objectives of the Silk Road Strategy Act (SRSA) of 1999

In FY 2000, a number of U.S. Government-funded assistance programs contributed to the objectives laid out in
the SRSA—promoting reconciliation and recovery from regional conflicts; fostering economic growth and
development; promoting infrastructure development; increasing border control capabilities; and promoting
democracy, tolerance, and the development of civil society. Please see the above sections for numerous
examples of programs that contributed to one or more of these objectives.

Preview of FY 2001 Programs

The U.S. Embassy’s Public Affairs Section plans to organize an International Visitor (IV) program on legislating
in a democratic system for new members of the Tajik Parliament. Other IV programs will address public/media
relations, HIV/AIDS awareness, English-language training, and local public administration. Public Diplomacy
academic exchange programs will continue to provide U.S.-based training opportunities to young Tajiks to help
them become their country’s future leaders in civil society, government and business. Through law enforcement
training programs and security programs, the U.S. Government will continue to strengthen Tajikistan’s law
enforcement and export control and border security capabilities, with an emphasis on counter-terrorism and
counter-proliferation.

USAID plans to expand its programming in Tajikistan in FY 2001, if the security situation allows. If there is
continued peace and stability in the country, USAID’s portfolio of humanitarian assistance programs will be
recast to support longer-term development objectives. Democracy and governance programs will seek to help
the Tajik Parliament gain the competence and confidence needed to act as a credible counterweight to the
executive branch. USAID will support legal reform efforts, encourage the development of the legal profession,
and seek to increase the effectiveness and sustainability of civic organizations, particularly women'’s groups. A
new initiative will promote civic education through curriculum development and will seek to establish links
between students and government officials. In addition, USAID will continue its efforts to increase citizens’
access to information.

As part of its efforts to support Tajikistan’s transition to a market economy, USAID will implement a regional
business training project that will provide greater support to Tajik entrepreneurs and help local universities
strengthen their business education programs. Expanded legislative drafting assistance will be provided to the
parliament and presidential administration in a number of key areas affecting investment and trade. USAID’s
NGO partners will continue their efforts to support private farmers and increase access to micro-credit.

In the health sector, USAID’s new regional health reform implementing consortium, led by ABT Associates, will
work with counterparts from Tajikistan’s Ministry of Health to introduce the highly successful family practice
health care model that is currently being implemented in Kyrgyzstan. This model focuses on improving both the
quality and the budgetary resources for primary health care services, the main recipients of which are children
and women of reproductive age. In addition, USAID will focus on improving reproductive health through grants

to U.S. private voluntary organizations (PVOs) working in Tajikistan. USAID will also fund new initiatives
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addressing infectious diseases, including a malaria control program and pilot program based on the World
Health Organization’s (WHO) Directly Observed Therapy Short Course (DOTS) tuberculosis control program.
USAID is engaged in dialogue with the World Bank, WHO and other donors to effectively coordinate activities in
the health sector.

In FY 2001, USAID will conduct a demonstration of the use of agri-forestry as a means for drainage of water-
logged soils. In addition, with assistance from the U.S. National Oceanic and Atmospheric Administration
(NOAA) under a broader Central Asian initiative, Tajik water and climate officials will better be able to forecast
and allocate water resources based on snowmelt data. In addition, Tajiks will participate in regional discussions
on trans-boundary cooperation in using shared water resources, the goal of which is to draft and implement
internationally recognized agreements.

TURKMENISTAN

Political and Economic Overview

In FY 2000, President Niyazov continued to tighten his control over political, social and economic life in
Turkmenistan. In December 1999, Niyazov engineered his appointment as “president for life.” There is no
visible political dissent within Turkmenistan. The Turkmen Government has forced most opposition to Niyazov
into exile, although several of his political opponents are still imprisoned in Turkmenistan. The Demaocratic
Party, the successor to Turkmenistan’s Communist Party, has a monopoly on political power. The Mejlis,
Turkmenistan's parliament, meets irregularly and has no real authority. The judicial branch is unreformed from
Soviet times and also provides no check on executive power. Turkmenistan's foreign policy of “permanent
neutrality" places an emphasis on the country’s political and economic self-reliance and limits its involvement in
regional and international organizations.

Turkmenistan’s economy is still almost entirely under state control. The government has pursued import-
substitution policies in many sectors, especially in agriculture, which represents the largest sector of the
economy. Official statistics show strong growth in the national economy after nearly a decade of continual
decline; however, these statistics are neither reliable nor readily available, as the government treats basic
indicators such as inflation and GDP growth as confidential information. It is therefore impossible for outside
observers to measure growth accurately, but the Turkmen Government’s claims are almost certainly untrue.
Turkmenistan’s agricultural sector is unreformed and, according to unofficial estimates, has remained static or
declined over the past few years, despite government-mandated increases in production of the country’s two
principal crops, cotton and wheat. The main factors limiting the potential of agriculture in Turkmenistan are the
scarcity of water resources, and the inefficient management of what little water is available for irrigation. On the
other hand, Turkmenistan has large deposits of oil and gas, and is able to finance its economic polices through
gas sales, most of which are still to Iran, Russia and other NIS countries.

Turkmenistan’s overall debt situation remains worrisome. The country’s external debt is estimated at almost $2
billion, and the Central Bank has virtually no official reserves. The government is technically in default to
various international creditors. The International Monetary Fund (IMF) includes Niyazov’'s Foreign Export
Reserve Fund (FERF), which it estimates at $1.5 billion, in its calculation of Turkmenistan’s official reserves but
President Niyazov has made it clear that these funds are not available to meet Turkmenistan's external debt
obligations. Turkmenistan’s fiscal deficit is less clear. The government claims that it is running a budget
surplus, but the budget is not transparent and many government ministries are required to cover their own
expenditures. Expenditures for large showcase projects designed to beautify the capital city of Ashgabat and to
improve the nation's infrastructure continue to mount. Meanwhile, foreign investment other than in the country’s
oil and gas sector is small and is probably declining. Convertibility problems top the list of problems faced by
foreign investors. The official exchange rate, to which foreign firms are forced to adhere, is roughly a fourth of
the black-market rate. Foreign firms are unable to convert Turkmenistan’s national currency, the manat, back
into hard currency without substantial losses. The dual exchange rates also fuel official corruption, as
individuals with access to foreign currency at the official exchange rate are able to profit through arbitrage.
Official corruption is another principal obstacle to foreign investment. All in all, Turkmenistan's near-term
political and economic outlook offers few prospects for serious reforms that would build the necessary
foundation for long-term economic growth and democracy; however, the country has great political and
economic potential.
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Overview of U.S. Government Assistance

As in previous years, the mixed results of U.S. Government-funded assistance programs in Turkmenistan in FY
2000 reflected President Niyazov's refusal to permit broad-based economic or political reform. As a result, U.S.
Government-funded assistance to Turkmenistan was increasingly directed toward people-to-people programs
such as training and exchanges. In FY 2000, the U.S. Government provided an estimated $16.56 million in
assistance to Turkmenistan, including $6.19 million in FREEDOM Support Act (FSA) assistance, $4.70 million in
other U.S. Government assistance, and $5.66 million in U.S. Defense Department excess and privately donated
humanitarian commodities. The U.S. Government sought to expand Turkmenistan’s private sector and
strengthen the entrepreneurial skills of Turkmen citizens. USAID’s private-sector development programs, which
provide credit, technical expertise and training, increasingly targeted small and medium-sized enterprises. To
facilitate the growth of small, competitive businesses, USAID initiated a micro-credit program. The objectives of
USAID's modest-sized democracy programs in Turkmenistan were to encourage citizen participation, foster
democratic concepts, and facilitate access to information. USAID pursued these objectives by supporting the
efforts of non-governmental organizations (NGOS) in the areas of civic and legal education, as well as
community development and self-help activities. U.S. Government-funded humanitarian assistance was
targeted at vulnerable groups such as the elderly, the disabled and disaster victims.

Training, Exchange and Educational Reform Programs

Since FY 1993, U.S. Government-funded exchange programs have brought almost 1,000 Turkmen citizens to
the United States for short-term professional or long-term academic training, including some 110 in FY 2000
alone. These programs give participants an opportunity to develop their skills and establish valuable contacts
with U.S. counterparts.

USAID Training Programs: In FY 2000, USAID's Global Training for Development (GTD) Project conducted a
total of 31 programs for 426 Turkmen participants: four U.S.-based programs for a total of nine participants; 15
third-country programs for a total of 44 participants and 12 in-country programs for a total of 373 participants.
Training topics included oil-spill response, oil and gas regulation, NGO-sector development, asset liability
management and bank supervision.

U.S. Department of State — Public Diplomacy Exchanges: In FY 2000, approximately 70 Turkmen citizens
participated in academic and professional exchange programs administered by the U.S. Embassy’s Public
Affairs Section in collaboration with the Bureau of Educational and Cultural Affairs (ECA), including 38 high
school students, six undergraduates students and twelve graduate students. Five Turkmen teachers and two
U.S. teachers participated in the Teaching Excellency Awards Program, which was introduced in Turkmenistan
in FY 2000. Under this program, 22 Turkmen schools received much-needed computer equipment and
materials. In addition, nine Turkmen citizens participated in International Visitor (IV) programs focusing on
topics ranging from the U.S. judicial system to water resource management. The Future Leaders’ Exchange
(FLEX) Program for secondary school students continued to be one of the most popular U.S. Government-
funded programs, with over 1,000 applying this year for a very limited number of slots.

U.S. Department of State — NIS College/University Partnership Program: Since September 1998, the ECA
Bureau has been supporting a university partnership between Texas A&M University and Turkmen State
University (TSU) that aims to create an world-class business school at TSU by developing faculty expertise,
curricula, classroom infrastructure and short-term business training programs for professionals. Over the past
several years, this project has experienced difficulties due to interference by the Turkmen Government.
Specifically, President Niyazov refused to approve entering classes of students in fall 1998 and fall 1999 and
recommended a shorter curriculum. The original class of fifty students nevertheless continues to study and will
graduate this spring. To address the admissions approval problem, the U.S. and Turkmen partner institutions
are considering instituting shorter applied business curricula for college graduates and further developing their
coursework for professionals—two areas that the Turkmen Government supports. In the meantime, the
partnership has focused heavily on faculty exchanges. Eight Turkmen instructors have been trained at Texas
A&M, and Texas faculty have made numerous trips to TSU. Both faculties are extremely dedicated to the
project and have made significant progress, including substantial improvements to classroom workspace. The
project has established a fully equipped computer lab with Internet capabilities, overhead projectors, a copying
machine, and numerous U.S. textbooks translated into Russian and Turkmen.
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U.S. Department of Agriculture (USDA) — Cochran Fellowship Program: In FY 2000, USDA's Cochran
Program provided two-week training for 13 Turkmen agricultural specialists, including private farmers and
government officials, in the areas of agricultural marketing, water management, plant protection and pesticide
management. (Please see the USDA — Cochran Fellowship Program section in Part Il of this report.)

U.S. Department of Commerce — Special American Business Internship (SABIT) Program: In FY 2000,
the SABIT Program provided short-term internships for six Turkmen participants. (Please see the U.S.
Department of Commerce — SABIT section in Part Ill of this report.)

Private-Sector Development and Economic Reform Programs

USAID Economic Restructuring Programs: For the past several years, the U.S. Government had sought to
encourage the Turkmen Government to restructure and reduce its role in the national economy—a prerequisite
for increased private-sector growth and international trade and investment in Turkmenistan. To this end, USAID
was providing technical assistance aimed at creating sound fiscal, trade and investment policies, management
practices, and better commercial and business laws. However, due to the paucity of results from these efforts,
USAID has closed out its technical assistance programs dealing with trade and investment and privatization.
The lack of success in promoting economic restructuring in Turkmenistan has also called into question donors’
expectations regarding the development of an efficient, competitive private sector. Given these concerns,
USAID is changing the focus of its private-sector support activities to target younger entrepreneurs and smaller
and newer businesses.

Central Asian - American Enterprise Fund (CAAEF): In FY 2000, the CAAEF continued to provide financing
to private Turkmen businesses and training to bank and borrower-institution personnel in financial analysis and
forecasting. The CAAEF also made its largest single investment in Turkmenistan, a cotton-spinning factory that
currently employs more than 400 workers, almost 80 percent of them women. From 1996 through the end of FY
2000, the CAAEF had approved approximately $8.4 million in loans and investments. In addition, the CAAEF
also implemented a micro-credit program that approved $300,000 in loans to 15 borrowers. The CAAEF also
restructured its two large investments, bringing the total financing it has provided in Turkmenistan since 1996 to
almost $9 million. Although there were a few promising economic reforms in FY 2000—namely, the repeal of a
20-percent tax on hard-currency purchases and a reduction of social security taxes to 20 percent—the currency
conversion issue remains a problem for the Fund and its Turkmen borrowers, many of whom have fallen into
arrears or delinquency as a result. These developments led the CAAEF to suspend further lending in August
2000 until the currency conversion problem is resolved.

USAID Micro-Credit Program: Under a grant from USAID, Mercy Corps International (MCI) initiated a micro-
credit program targeting small businesses with a high growth potential. The program approved $290,000 in
loans of up to $25,000. Despite currency conversion delays, all but one loan was repaid as expected.

USAID Private-Sector Support Programs: In FY 2000, the International Executive Service Corps (IESC)
office in Turkmenistan implemented 18 USAID-supported private-sector projects in the areas of food processing,
publishing, agricultural development, retail sales, banking and business education. Volunteer U.S. executives
directly assisted small and medium-sized private businesses, increasing their understanding of a market-based
economic system, building their technical capacity and introducing them to basic management techniques and
financial analysis skills. IESC also provided business information services and organized site visits for U.S.
firms. IESC's work with private entrepreneurs and commercial banks resulted in an upgrading of business
standards in Turkmenistan, thus contributing to the development of private enterprise. IESC volunteers lectured
at several of the economics and business faculties at Turkmenistan’s universities. In addition, IESC helped
carry out an assessment of a private business school in the Dashoguz Region.

USAID Farmer-to-Farmer (FTF) Program: In FY 2000, Winrock International fielded 14 U.S. volunteers on 11
FTF assignments, providing assistance to more than 2,000 Turkmen farmers and entrepreneurs. FTF
volunteers worked on issues such as on-farm production, association development, water management and
civil-society development. Winrock volunteers also helped establish six rural associations of private farmers that
operate as self-governed cooperatives. These cooperatives have a total membership of just under 300 and are
involved in water resources management and various types of crop production and processing. The
establishment of these six rural cooperatives is a major achievement: they provide a unique and much-needed
alternative to the collapsing system of state-run collective farms. In addition to improving members' skills in
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association development and water resource management, FTF volunteers assisted their Turkmen counterparts
with horticulture production, milk processing, mushroom production, and honey production and processing.

USAID Budget Reform Programs: Despite a general phase-out of technical assistance to the central
government in the area of economic reform, USAID continued to support budget reform efforts for the time
being, given the continuing involvement of other donors. The Turkmen Government demonstrated a certain
degree of commitment to budget reform in FY 2000. The Ministry of Economy and Finance adopted
internationally recognized financial and accounting classifications and coding, and upgraded the analytical and
computer capabilities of its budget department. The number of agency budgets and autonomous funds now
included in the budget documents submitted to the Turkmen Parliament has substantially increased, although
the Ministry’s management control still remains weak. The importance of improved national financial
management is clearly recognized by the other donors as well. The World Bank and United Nations
Development Program (UNDP) are supporting programs that complement the U.S. Government’s efforts in this
area.

USAID Energy-Sector Programs: In FY 2000, USAID-funded advisers continued to promote the development
of an effective regulatory framework for Turkmenistan’s oil and gas sector by facilitating the implementation of
the country’s newly adopted oil and gas rules and regulations, organizing workshops and study tours to enhance
the capabilities of regulatory agencies, and promoting international standards and practices. The advisors
drafted a pipeline law to promote the development of a modern legal and regulatory framework for
Turkmenistan’s pipeline transportation sector, including a tariff methodology based on the cost of services.
USAID also funded a comprehensive audit of Turkmenistan’s deteriorating oil and gas education and research
activities and recommended strategies to bring them up to international standards.

Democracy Programs

U.S. Department of State — Internet Access and Training Program (IATP): IATP continued to advance the
free flow of information by providing access to and training in the use of the Internet, primarily to alumni of U.S.
Government-funded exchange programs. The IATP site in Turkmenistan is administered by the International
Research and Exchanges Board (IREX).

Democracy Fund Small Grants Program: The U.S. Embassy’s Democracy Commission was launched with
great success in FY 2000. The Commission received 43 applications from small initiative groups and awarded
18 small grants totaling approximately $100,000. Projects supported by the Commission focused on topics such
as civic education, the free flow of information, women's issues, community self-help, democratic institution-
building, and education in free-market concepts, and included an Internet café run by a youth group, a series of
business seminars for disabled citizens, a teacher resource center, an ecological camp teaching civic
responsibility and leadership skills, a series of journalism workshops, and a regional NGO conference that will
result in the development of a regional network of NGOs.

USAID NGO Development Programs: In FY 2000, Turkmenistan’s Ministry of Foreign Affairs granted official
accreditation to the Counterpart Consortium, a U.S.-based NGO that is implementing a USAID-funded NGO
support initiative for Central Asia. Counterpart was the first international organization to gain this status in
Turkmenistan, reflecting the Turkmen Government's reluctant consent to continued civil-society development.
Counterpart’s assistance strategy takes into account the lack of an enabling environment for NGO development
and the Turkmen Government's suspicious attitude towards NGOs. Counterpart's programs focus on the
following areas: (1) regional outreach, including a program that builds the skills of a local water users’
association to manage the delivery system of clean water to rural communities served by a USAID-built reverse
osmosis water plant in Turkmenbashi Etrap in Dashoguz Province; (2) educating the public and government
about the role of NGOs, in conjunction with its partner organization, the International Center for Not-For-Profit
Law (ICNL); (3) promoting social partnership through activities designed to establish dialogue between local
governments and NGOs; (4) hosting an NGO donor subgroup to encourage partnerships and channel
international donor resources to deserving NGOs; and (5) assuming a lower profile in NGO development, thus
encouraging Turkmen NGOs to take the lead in this process. Over 1,500 members of some 200 Turkmen
NGOs and civic groups participated in Counterpart training programs in FY 2000, bringing the cumulative
number of participants in these programs to 2,500. To follow up on the results of this training, Counterpart
awarded 22 grants totaling $122,000, eight of which were partnership grants and 14 of which were NGO support
grants. In addition, Counterpart organized over 18 roundtables in FY 2000, including a number of presentations

102



conducted by NGOs at regional and district government offices. Counterpart's community-based activities
promoted citizen participation in local decision-making—an infrequent occurrence in highly centralized
Turkmenistan. Counterpart worked closely with other international organizations such as the Soros-funded
Open Society Institute, the United Nations, and British Know-How Fund to send more than 80 Turkmen NGO
representatives to international conferences on themes ranging from gender and development, to refugees and
advocacy. Upon their return, the participants shared their new knowledge with their NGO colleagues at focus
groups and roundtables hosted at Counterpart offices and organized by the NGOs themselves. Significantly,
Counterpart's fundraising efforts on behalf of Turkmen NGOs led the Embassy of New Zealand to donate
$5,000 to support the water users' association in Dashoguz. In all, Counterpart leveraged over $309,000 in
support from other donors to Turkmen NGOs in FY 2000.

USAID Rule-of-Law Programs: In FY 2000, the American Bar Association’s USAID-funded Central and East
European Law Initiative (ABA/CEELI) helped establish the first-ever Law Students’ Association at the University
of Turkmenistan, which now represents 50 percent of the country’s law students. The Association continues to
increase its membership and is therefore in a position to become a sustainable, professional organization with a
strong leadership core. ABA/CEELI's Advocacy Skills Program helped law students become successful junior
advocates and win honors at regional competitions. For example, in August 2000, the Turkmen State University
team won awards for best overall team, best oral advocates, and best written argument at the Central Asian
Debate Championship in Tashkent, Uzbekistan. These law students are now using their new skills in outreach
programs throughout Turkmenistan, conducting a series of ABA/CEELI-funded "street law" workshops in all five
velayats (regions). Through these workshops, ABA/CEELI has brought legal and civic education to thousands
of Turkmen secondary school students.

U.S. Department of State — Law Enforcement Training: As Turkmenistan continues to be a popular transit
country for drug traffickers, U.S. Government-funded law enforcement training has increasingly focused on
increasing the country’s counter-narcotics capabilities. In addition, the U.S. Government provided assistance
and training for police academy instructors, major criminal case investigators and other law enforcement
officials.

Security Programs

U.S. Department of State — Export Control and Related Border Security Program (EXBS): In FY 2000, the
U.S. Department of State allocated $485,000 under the EXBS Program to help Turkmenistan develop its
nonproliferation capabilities. This assistance was focused on enhancing the Turkmen Government's capabilities
to interdict illicit trafficking in weapons of mass destruction, dual-use weapons and weapons-related materials.
This is a particular concern in Turkmenistan, which lies along centuries-old trade and smuggling routes running
both north-south and east-west. The U.S. Government also proposed that Turkmenistan participate in the
EXBS-funded Central Asian Regional Communications Link, which will strengthen intra-governmental

coordination on border security, and will help Turkmenistan and its neighbors tighten control over trafficking of
illegal narcotics and the movement of international terrorists.

Regional Security and Stability Programs: In FY 2000, Turkmenistan's Ministry of Defense continued to
maintain a consistent, but low-profile relationship with the U.S. Department of Defense (DoD). Turkmenistan
received $313,000 in assistance under the International Military Education and Training (IMET) Program and
$600,000 in Foreign Military Financing (FMF). Under the Excess Defense Articles (EDA) Program, the
Government of Turkmenistan received an 82-foot U.S. Coast Guard patrol boat that will enable Turkmenistan’s
maritime border guard to improve its nonproliferation and export control capabilities. In addition, the U.S.
Government continued to provide counter-narcotics training to Turkmenistan’s border guards, and follow-on
training visits are scheduled for FY 2001. (For more detail, please see Security Programs Section in Part Il of
this report.)
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Social-Sector and Humanitarian Assistance

USAID Health Care Programs: In FY 2000, USAID continued its efforts to improve health care in
Turkmenistan through health partnerships, reproductive health programs, and the surveillance and treatment of
tuberculosis and other infectious diseases. With support from USAID, Abt Associates organized a regional
conference in Ashgabat on the results of health care reform in Central Asia. Wherever possible, USAID sought
to partner Turkmen Government agencies with NGOs in the provision of social services.

Health Partnerships: Since its launching in FY 1999, the USAID-funded partnership between
Turkmenistan’s Ministry of Health and the University of North Dakota has made progress in the area of
retraining Ashgabat’s family physicians in primary health care. The U.S. and Turkmen partners have
identified training needs and designed a training curriculum that meets those needs. Through this
partnership, the Ashgabat Emergency Services Training Center continued to upgrade the skills of the
country’s emergency service staff and to serve as a model for similar health partnerships elsewhere in
Central Asia.

Infectious Disease Programs: With USAID support, the Centers for Disease Control and Prevention
(CDC) continued to work with Turkmenistan's Ministry of Health to improve the Ministry's infectious disease
control, prevention and surveillance systems. In FY 2000, CDC helped set up a tuberculosis reference
laboratory and a hepatitis laboratory. Through CDC and Project HOPE, USAID initiated a Direct Observed
Short Course Therapy (DOTS) tuberculosis pilot program in Ashgabat.

HIV/AIDS Program: With USAID support, the United Nations AIDS Program (UNAIDS) began a syndromic
management program for family physicians in rural areas.

Reproductive Health Programs: Counterpart Consortium initiated a project to strengthen the capacity of
Turkmen NGOs to work with local communities on reproductive health activities. In addition, Macro
International collected data from 9,000 Turkmen women for a USAID-funded demographic health survey on
reproductive health, which will help USAID target future assistance in this area.

Counterpart Humanitarian Assistance Program (CHAP): In FY 2000, with support from USAID, CHAP
started providing support for a national tuberculosis program, strengthening the delivery of health care services
in the Aral Sea ecological disaster area and delivering shipments directly to Turkmenistan's five velayats
(districts). CHAP also delivered two 40-foot containers of humanitarian daily rations and is planning to deliver
the first shipment of wheelchairs to Turkmenistan’s Coalition of NGOs. CHAP has started to diversify the
humanitarian commodities that it transports to Turkmenistan. To date, CHAP has delivered 71 shipments
consisting of various medical equipment and supplies for the Ministry of Health and Medical Industry, including
clothing, footwear, humanitarian daily rations, bedding, cloth, and emergency items worth approximately $10
million.

U.S. Department of State — Operation Provide Hope: In FY 2000, the Humanitarian Programs Division of the
Office of the Coordinator of U.S. Assistance to the NIS expended approximately $400,000 to deliver $5.66

million in humanitarian commodities to Turkmenistan. These commodities were distributed by Counterpart
International.

U.S. Department of Agriculture (USDA) — Food Aid: In FY 2000, USDA allocated $1.23 million for the
provision of food commodities to Turkmenistan as part of the American Red Cross's Aral Sea Regional
Program: $389,000 through USDA's Section 416(b) Program and $844,000 through its Food for Progress
Program. The beneficiaries of this assistance included 18,000 isolated elderly, orphans, invalids and families
with special needs in the Dashoguz Region.

Cross-Sectoral Programs
Eurasia Foundation: In FY 2000, the Eurasia Foundation continued to operate a small-grants program in

Turkmenistan, awarding approximately $38,400 in grants to Turkmen NGOs in the area of private-enterprise
development.
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Peace Corps: As of the end of FY 2000, there were 64 Peace Corps volunteers in Turkmenistan: 18 in the
health sector, focusing on community, maternal and child health; 41 teaching English as a foreign language,
English-language teaching methodologies, and English for special purposes; and five in business education. A
total of 54 new Peace Corps trainees arrived in Turkmenistan at the end of FY 2000: seven in business
education, 18 in English-language education, and 29 in community health education. In addition, the Peace
Corps' Small Project Assistance (SPA) Program funded seven community-based projects implemented by
Peace Corps volunteers, including the installation of a school heating system, the establishment of an English
language and computer resource center, two anemia prevention projects, two English-language-immersion
summer camps and a methodology conference for female teachers. Peace Corps volunteers worked with other
U.S. Government assistance providers, including the U.S. Embassy’s Public Affairs Section, Counterpart
International, Aid to Artisans, as well as with other donors, to identify and support local Turkmen initiatives to
develop community resources.

Programs Promoting the Objectives of the Silk Road Strategy Act (SRSA) of 1999

In FY 2000, a number of U.S. Government-funded assistance programs contributed to the objectives laid out in
the SRSA—promoting reconciliation and recovery from regional conflicts; fostering economic growth and
development; promoting infrastructure development; increasing border control capabilities; and promoting
democracy, tolerance, and the development of civil society. Please see the above sections for numerous
examples of programs that contributed to one or more of these objectives.

Preview of FY 2001 Programs

Given the Turkmen Government's continued refusal to permit broad-based economic and political reform, the
U.S. Government will place an even greater emphasis on assistance programs targeting Turkmenistan’s next
generation of leaders. To this end, the U.S. Government intends to expand its exchange programs and training
activities, on the premise that, dollar for dollar, these programs offer the greatest return on the U.S.
Government's investment, as far as promoting Turkmenistan's long-term development is concerned. The U.S.
Embassy will continue to monitor ongoing U.S. Government-funded assistance programs in Turkmenistan and
reduce those that are producing little or no sustainable results. U.S. Government-funded assistance will
continue to support the improved delivery of health care services, the development of civil society and the rule of
law, and private-sector growth. In conjunction with other donors, including the United Nations Development
Program (UNDP) and the World Bank, the U.S. Government may also continue to provide assistance with
budget reform.

USAID will expand its assistance in the areas of reproductive health and infectious disease surveillance and
control, with an emphasis on hepatitis and the Directly Observed Therapy Short Course (DOTS) tuberculosis
control program. USAID also expects to continue its support for training family physicians and providing
reproductive health education. Whenever possible, USAID’s health-related activities will continue to partner
civic and community-based organizations with Turkmen Government health services.

U.S. Government-funded assistance in the area of democracy-building will focus on illustrating that civic
organizations can work in partnership with government services for the benefit of the communities they serve.
Proposed rule-of-law activities will include assistance in strengthening the professionalism and ethical practices
of lawyers and providing increased access for citizens and officials to Turkmen and international legislation.

USAID's private-sector support programs will focus on smaller-scale enterprises and activities promoting
entrepreneurial development. USAID anticipates supporting a micro-credit program and business training and
education in collaboration with the U.S. Embassy’s Public Affairs Section, the Peace Corps and international
donors.
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UKRAINE
Political and Economic Overview

Ukraine’s presidential election dominated the beginning of FY 2000, with incumbent President Leonid Kuchma
winning a second term in a November 1999 run-off against a communist opponent. Though international
observers cited some irregularities in the voting and during the campaign—in particular, unbalanced media
coverage favoring the incumbent and the involvement of government officials on Kuchma's behalf—the results
were generally thought to reflect the will of the people. The formation of a pro-presidential center-right
parliamentary majority in January accelerated the passage of legislation critical for reform, and allowed the
ratification of many of international treaties and agreements, including the U.S.-Ukraine Mutual Legal Assistance
Treaty, the Open Skies Agreement and the NATO Partnership for Peace Status of Forces Agreement. In
December 1999, President Kuchma named a new Prime Minister, Viktor Yushchenko, who is widely regarded
as the most reform-minded Prime Minister in post-Soviet Ukrainian history. In April, the citizens of Ukraine
voted in a nationwide referendum to amend the constitution to expand presidential powers. Debate over
implementation of the referendum results and other important economic and political reforms dominated the fall
session of parliament.

Despite the slow pace of basic structural reform in most sectors, Ukraine’s economy is improving. From
January through September 2000, the economy expanded by over two percent in real terms (year-end numbers
were even higher), making 2000 the first year since Ukraine’s independence that the country’s economy has
grown. The most rapid growth was recorded in trade and light industries such as food processing and
packaging. Exports of some traditional commodities such as steel and chemicals also grew significantly in
2000. Inflation in the January-September period totaled just over 20 percent and was expected to reach 28
percent by the end of the year. Ukraine's relations with the International Monetary Fund (IMF) remained
strained during FY 2000, but IMF lending resumed in December 2000 after notable progress in the areas of
energy, budget and banking reform. In the absence of an IMF program, lending by other international financial
institutions (IFIs) had slowed almost to a halt. In spite of this, Ukraine performed surprisingly well in FY 2000,
cutting overall foreign debt by nearly 20 percent. However, a significant portion of the country’s sovereign-
guaranteed debt was in arrears. Ukraine suspended its Paris Club payments in January 2000, but now that the
IMF program has resumed, plans for negotiating a Paris Club rescheduling are under way.

Reforms in Ukraine’s energy sector yielded dramatic results over the past year. At the beginning of FY 1999,
electric utilities in Ukraine were able to collect payments for less than 10 percent of the electricity they delivered.
By the end of September 2000, the figure had risen to nearly 70 percent. The Ukrainian Government hopes to
reach 100-percent payment during FY 2001, but the firing in January 2001 of the architect of Ukraine's energy
reforms, Deputy Prime Minister Yulya Tymoshenko, may make this unlikely. Meanwhile, energy-sector reform
has facilitated the privatization of Ukraine’s energy companies. As of the end of FY 2000, Ukraine was on-track
to privatize several regional distribution companies through an open, transparent international tender process.
Once strategic international investors are found for this first round of privatization, Ukraine plans to continue the
process by privatizing all 27 regional distribution companies by the end of FY 2001.

Despite this progress in the energy sector, Ukraine's economy still requires fundamental structural reform.
There has been only limited progress in the area of deregulation, and Ukraine's poor investment climate
continues to deter potential investors. At less than $60 per capita, Ukraine continues to have one of the lowest
levels of foreign direct investment in all of Europe, as foreign investors remain discouraged by a confusing and
burdensome array of taxes, customs and certification requirements, a high level of corruption, and the absence
of an effective system of commercial law. Once known as the "breadbasket of Europe," Ukraine's agricultural
sector continued to experience serious problems in FY 2000. Drought, combined with a range of structural
problems, caused grain harvests to drop to their lowest level since 1945. While old state-run farms have been
broken up, no clear system of legal land titles has been established in their place. Consequently, farmers
cannot generally use their land as collateral for loans and therefore cannot afford the seed and chemicals
needed for planting. Moreover, misguided policies stifled agricultural markets, further reducing incentives for
production. However, Prime Minister Yushchenko has cited rural land titling as one of the country’s most
important reforms for FY 2001.
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Overview of U.S. Government Assistance

In FY 2000, the U.S. Government provided an estimated $272.98 million in assistance to Ukraine, including
$175.05 million in FREEDOM Support Act assistance, $35.00 million in U.S. Defense Department assistance,
$16.13 million in other U.S. Government assistance, and $46.80 million in privately donated and U.S. Defense
Department excess commodities. Of the FREEDOM Support Act-funded assistance to Ukraine, USAID
programs accounted for approximately $83.5 million, and State Department Public Diplomacy Exchanges
accounted for approximately $25 million.

The U.S. Government’'s Next Generation Initiative in Ukraine, announced by President Clinton in June 2000,
doubled the levels of several exchange programs that bring young Ukrainians to the United States. In addition
to providing increased opportunities for young Ukrainians to learn about democracy and market economics, the
U.S. Government also enhanced its activities in the health sector and its efforts to support rule of law, and
continued robust efforts to promote private-sector development (primarily small and medium-sized enterprises),
help the Ukrainian Government make progress on structural reform, enhance nuclear safety, and strengthen
civil society. In addition, U.S. Government-funded security assistance helped support Ukraine’s involvement in
the international peacekeeping effort in Kosovo.

Cross-Sectoral Programs

Poland-America-Ukraine Cooperative Initiative (PAUCI): In FY 2000, the PAUCI grants program was slowed
by the Eurasia Foundation’s suspension of its grant-making activities in the Western NIS region, due to
problems in the Foundation’s Kiev office that were not related to PAUCI. PAUCI Secretariat operations in both
Warsaw and Kiev continued under the oversight of the USAID Mission in Kiev until a new U.S. implementing
organization, Freedom House, was selected and assumed full administrative responsibilities in August 2000. To
date, the PAUCI Secretariat has awarded 23 grants, totaling almost $840,000. At its December 2000 meeting,
the PAUCI Council conditionally approved four additional grants totaling over $50,000, and launched a
discussion on how to redefine the Council’s role and allot more of its $2 million annual allocation to grants.
Grant-supported activities have included local government exchanges, joint community development programs,
Ukrainian-Polish media broadcasts on lessons in reform, roundtables and publications on administrative and
budgetary decision-making, and regional development projects.

Kharkiv Partnership: The Kharkiv Partnership, which is designed to assist local businesses and potential
investors in the Kharkiv Oblast (Region), also continued to be a U.S. Government assistance priority. In FY
2000, the U.S. Government and the Kharkiv Regional Administration opened a Kharkiv Partnership office in
Kharkiv. Governor Oleh Dyomin and the Mayors of Kharkiv and Izyum traveled to the United States to promote
the region to U.S. political and business leaders. USAID signed a contract with Mendez, England and
Associates to undertake a planning project aimed at helping Kharkiv officials identify strategic directions for
business development. USAID is also helping the City of Kharkiv to conduct an investor attitude survey so that
city officials can better understand investor needs and adopt business- and investor-friendly policies. USAID
also assisted Kommunar, a former manufacturer of military electronic control systems, in creating a business
plan to develop, produce and distribute energy-efficiency equipment in Ukraine. As a result, the U.S.-Ukrainian
investment firm Sigma-Blyzer is considering a $300,000 investment in Kommunar. In addition, the U.S. Trade
and Development Agency (TDA) provided $535,000 for a feasibility study for improving Kharkiv's district heating
supply under a World Bank loan.

Eurasia Foundation: In FY 2000, the Kiev-based grant-making operations of the Eurasia Foundation’s
Western NIS Regional Office remained suspended while the Foundation awaited the outcome of an audit and
investigation into evidence of fraud. The office focused its efforts on closing out its old grant portfolio,
overhauling project management procedures, conducting related needs-assessment activities and providing
ongoing administrative support to the Foundation’s Ukraine programs that are administered through its
Washington office. At the close of FY 2000, the Eurasia Foundation took steps to renew its partnership grant
program activities in the Western NIS Region. USAID will evaluate the findings of the investigation and make
recommendations on how to proceed with the Foundation’s Kiev-based grant-making activities in early FY 2001.
In the meantime, the Foundation has continued to manage three special initiatives that provide assistance to
Ukraine: the Small Business Loan Program (SBLP), under which loans of up to $100,000 are made for terms of
up to two years at competitive market rates to wholly owned Ukrainian production, manufacturing and services
companies in cooperation with local commercial banks; the Economics Education and Research Consortium
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(EERC), Ukraine's first Western-standard graduate economics program, which is located at the Kyiv-Mohyla
Academy; and the Media Viability Fund, which provides low-cost loans, grants and technical assistance to
support independent print media in Ukraine and other NIS countries.

Training and Exchange Programs

Since FY 1993, U.S. Government-funded exchange programs have brought more than 13,650 Ukrainian
citizens to the United States for long-term study or shorter-term professional training, including some 2,270 in
FY 2000 alone. As a result of these programs, there is a growing cadre of Ukrainian citizens in leadership
positions with an understanding of the basic elements of a democratic, free-market system.

U.S. Department of State — Public Diplomacy Exchanges: FY 2000 saw the greatest-ever number of
Ukrainians—over 1,600—travel to the United States through State Department Public Diplomacy exchange
programs in a single year since FREEDOM Support Act-funded programs began in 1993. These academic and
professional exchange programs are administered by the U.S. Embassy’s Public Affairs Section in collaboration
with the Bureau of Educational and Cultural Affairs (ECA). Competition for program slots was intense in FY
2000, ranging from three to as high as 25 applicants per slot. The implementation of the Next Generation
Initiative resulted in an additional 400 young Ukrainians taking part in the Future Leaders Exchange,
Undergraduate, Graduate and Community Connections Programs. Recruiting these additional participants was
possible because of the larger pool of qualified English-speakers as compared to earlier years. The
International Visitor (IV) Program sent over 90 Ukrainians to the United States on programs in the fields of
media, local governance, banking, information science, trade, education, adoption and foreign policy.

U.S. Department of State — University Partnerships: Six new university partnerships were funded in FY
2000, and 56 U.S. and 34 Ukrainian professors traveled this year under ongoing partnerships to develop new
curricula in business management, education, American studies, law and government.

U.S. Department of State — English Language Training: To further advance Ukraine's integration into
Western structures, the ECA Bureau increased the number of U.S. Government-funded English teaching
professionals from two to five. Based in four cities of Ukraine, these language specialists travel all over the
country to train thousands of Ukrainian English-language teachers.

USAID Training Programs: USAID training programs provide Ukrainian leaders and professionals with the
practical knowledge and technical skills needed to create policies, programs and institutions that support
Ukraine’s transition to democratic governance and a free-market economy. In FY 2000, USAID provided short-
term training to over 820 Ukrainians: some 520 in U.S.-based programs, 65 in third-country programs and 240
in Ukraine-based programs. Just under one half of USAID’s training programs focused on economic
restructuring, one fifth on democratic reform, and the remaining one third on social stabilization and cross-
sectoral issues.

Peace Corps English-Teaching Volunteers: In FY 2000, the Peace Corps' Teaching English as a Foreign
Language (TEFL) Project expanded to a total of 104 volunteers teaching in 51 communities around Ukraine. In
addition to teaching English, the volunteers helped their Ukrainian colleagues gain exposure to Western-style
teaching technigues and classroom activities. Peace Corps volunteers also helped Ukrainian teachers address
their country's acute shortage of teaching materials by producing English-language materials for schools and by
working to acquire textbooks and other language materials from U.S. publishers, organizations and institutes.
Peace Corps volunteers were also involved in a wide range of community projects, including HIV/AIDS
awareness education, information technology training and youth leadership development.

U.S. Department of Agriculture (USDA) — Cochran Fellowship Program: In FY 2000, the Cochran
Fellowship Program provided short-term U.S.-based training to 24 Ukrainian agricultural specialists and
government officials on topics related to agricultural trade, management, marketing, policy, technology transfer,
veterinary inspection and plant protection and quarantine. Since beginning operations in Ukraine in 1992, the
Cochran Program has trained a total of 258 Ukrainian participants. In FY 2000, USDA also helped improve
Ukraine's national grades and standards for grain, meat and vegetables.
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USDA Faculty Exchange Program (FEP): The FEP Program has been working in Ukraine since 1995,
providing training for educators from Ukrainian agricultural institutions in agricultural marketing, economics, and
law. In FY 2000, seven Ukrainians studied at U.S. agricultural universities under the FEP Program.

Trade and Investment Programs

U.S. Department of Commerce — Special American Business Internship Training (SABIT) Program: In FY
2000, a total of 78 Ukrainians traveled to the United States under the SABIT Program for one- to six-month
internships in areas including environmental technologies (air pollution, wastewater treatment, pulp and paper,

oil and gas); information technology standards and telecommunications standards; quality management in
manufacturing; health care; and chemical engineering.

U.S. Department of Commerce — Business Information Service for the NIS (BISNIS): In FY 2000, the
BISNIS "Search for Partners" Program processed 146 lead applications and published 33 leads. BISNIS also
published five trade-opportunity leads and held three presentations on the commercial climate and investment
opportunities in Ukraine, which were attended by approximately 130 U.S. companies. In addition, 35 U.S.
companies received consultations during a BISNIS Outreach program.

U.S. Department of Commerce — Commercial Law Development Program (CLDP): In FY 2000, a CLDP
resident advisor was based in Kiev to facilitate Ukraine’s process of accession to the World Trade Organization
(WTO). The advisor helped to raise awareness of WTO accession-related issues among Ukrainian Government
officials through direct contact and by sponsoring a newsletter. The advisor departed Ukraine in June 2000,
with a replacement due to arrive in early FY 2001.

U.S. Department of Commerce — American Business Centers (ABC) Program: The Commerce
Department-sponsored American Business Center (ABC), which opened in Ukraine in 1996, was closed in
December 1999 due to limited demand for its services and the increased ability of Ukrainian business-support
companies to provide such services.

Western NIS Enterprise Fund (WNISEF): Since its establishment in 1994, the WNISEF has provided
investment capital, loan capital, technical assistance, and training to small and medium-sized private
enterprises. As of the end of FY 2000, the WNISEF had invested approximately $55 million in 16 medium-sized
Ukrainian companies employing a total of some 6,800 people. The WNISEF's portfolio companies were also
exerting a growing economic impact on their communities, with estimated sales of about $123 million. The
management and employees of these companies are part of a growing grassroots constituency for improving
Ukraine's commercial environment. Since 1996, the WNISEF's Small Business Loan Program has made over
70 loans totaling $3.2 million to small businesses employing some 1,700 people. (For more detail, see
Enterprise Funds section under Part IIl of this report.)

Business and Economic Development Programs

USAID Support for Small and Medium-Sized Enterprises (SMEs): In FY 2000, USAID continued to
implement a substantial SME development program focusing on policy reform and deregulation, business
education and skills development, finance, and post-privatization assistance. USAID sought to convince the
Ukrainian Government that the absence of tax reform, lack of access to credit, and lack of trust in the banking
system are harming the growth of Ukraine’s large and economically significant SME sector. USAID technical
assistance to First Deputy Prime Minister Yuriy Yekhanurov helped him undertake concrete administrative
reforms aimed at reducing regulatory burdens on SMEs. USAID-funded advisors to the Ukrainian Government’s
Economic Committee and State Committee on Regulatory Policy and Entrepreneurship also had critical input to
the drafting of President Kuchma's June 2000 decree on entrepreneurship. Meanwhile, USAID's advocacy-
oriented activities among entrepreneurs helped catalyze lobbying campaigns that achieved a sharp reduction in
tax inspections of SMEs during 2000. In addition, USAID’s Business Management Education Project provided
training in Western business management practices to more than 2,000 Ukrainian instructors, who will in turn
train Ukraine's future generation of business leaders. The Project’s annual national education conferences
fostered dialogue between the academic and business communities, and between Polish and Ukrainian
management training professionals. USAID also supported a network of five women's business centers,
through which Ukrainian women are gaining market-oriented business skills and access to finance, and a pilot
Junior Achievement program, which is providing economic education for high-school children. More than 500

109



Ukrainian students are participating in this program, which had reached 200 Ukrainian urban and rural
secondary schools as of September 2000.

Peace Corps Business Development Program: In FY 2000, 95 Peace Corps business development
volunteers served in 37 Ukrainian communities. These volunteers facilitated the transfer of free-market
business skills and expertise by working with current and future entrepreneurs, as well as with schools,
universities, banks, business centers, business incubators, non-governmental organizations (NGOs) and
government agencies at the regional and local levels. Business development volunteers also worked to
increase access to information technology within the communities in which they worked and among local
professionals through such activities as website development.

Economic Restructuring Programs

USAID Economic Restructuring Programs: With USAID assistance, Ukraine made significant progress in
developing the legal and procedural basis for privatizing the land that enterprises stand upon. USAID also
provided training and information on enterprise restructuring to a number of Ukrainian enterprises.

USAID Macro-Economic and Fiscal Reform Programs: In FY 2000, USAID continued to provide advice and
technical assistance to the Government of Ukraine on macroeconomic and fiscal reform. USAID-funded
assistance to the Ministry of Economy contributed to the formulation and presentation of the Ukrainian
Government's "Reforms for Prosperity” Program and the development of a plan to monitor the Program’s
implementation using sophisticated economic monitoring and forecasting tools. Assistance to the Ministry of
Finance resulted in an improved budget classification system, procedures for timely submission and greater
budget transparency, and significant improvements in a draft budget code. USAID also helped establish a Tax
Policy Unit, which is responsible for conducting a thorough review of the draft tax code. USAID assistance to
the State Tax Administration (STA) led to increased interest in voluntary compliance, improved tax audit
procedures, and the establishment of six regional units to work with large taxpayers. USAID also helped
members of the Ukrainian Parliament increase their understanding of the economic and fiscal implications of
government policies. In all of these areas, USAID assistance helped to build greater support for economic
reforms in Ukraine.

USAID Banking Reform Programs: In order to strengthen Ukraine’s banking sector and prevent a systemic
failure, USAID has developed draft legislation and has worked to strengthen the oversight capability of the
National Bank of Ukraine (NBU). USAID-funded advisors are working alongside NBU staff in problem bank
units, assisting with on-site examinations and providing intensive on-the-job training. At the suggestion of the
International Monetary Fund (IMF) and in cooperation with the European Union’s TACIS Program and other
donors, USAID has provided technical assistance in restructuring Ukraine’s seven largest banks. USAID is
helping Aval Bank to meet capital, asset quality, management, earnings and liquidity ratios required by
commitment letters signed by Aval Bank with the NBU. USAID and U.S. Treasury Department advisors have
also been helping the NBU restructure Bank Ukraina, the largest insolvent bank in Ukraine. This effort, if
successful, would have a far-reaching impact on legitimizing Ukraine’s banking sector. To build the skills
required to properly manage the country’s banking sector, USAID has also funded training through the National
Center for the Training of Bank Personnel and through the Kiev-based International Management Institute.
During FY 2000, USAID advisors also carried out a number of seminars in bank management reporting
systems, internal auditing, and international accounting and auditing standards, providing training to over 200
people.

U.S. Department of the Treasury — Technical Advisors: In FY 2000, six Treasury Department resident
advisors worked in Ukraine in the areas of budget policy, debt policy, banking-sector oversight, tax
administration and financial-sector reform. In addition, the Department placed a macroeconomic policy advisor
in the Ukrainian Ministry of Economy and an additional advisor at the Ukrainian Treasury. (For more detalil,
please see the Treasury Department section in Part Il of this report.)

USAID Capital Markets Programs: Ukraine's Broker-Dealer Association and PFTS, its nationwide NASDAQ-
type electronic trading system created with USAID assistance in 1996, grew in FY 2000 to 260 members, with a
capitalization of approximately $2.5 billion and an average monthly trading volume of $6 million. PFTS's strong
standards, internal controls and arbitration procedures have made it the dominant market in Ukraine, with 92
percent of onshore activity, and the only trading system to attract foreign broker membership. However, the
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USAID-sponsored, private-sector-owned and -managed All-Ukraine Clearing Depository (AUCD) experienced
complications. The AUCD, which held its grand opening in April 2000, has the capacity to conduct transactions
at a level up to international standards. However, individuals within the Ukrainian Government continue to
promote a government-controlled depository system. In FY 2000, USAID helped the Ukrainian Securities
Commission to strengthen its partnership with the U.S. Securities and Exchange Commission (SEC). In
addition to housing annual reports from 700 large public companies, the Ukrainian Securities Commission's
Public Information Office has established an Internet site for wider public access. Key laws and regulations
have been passed, including laws on a national depository system, accounting and financial disclosure
requirements, state regulation of the securities market, unification of market oversight authority, requirements
that large firms use independent registrars, and regulatory requirements for all professional market participants.
In addition, a joint stock company law, needed for corporate governance improvements, was drafted by the
USAID-supported Corporate Governance Task Force and received its first parliamentary reading in late 2000.

USAID Commercial Law Programs: In FY 2000, USAID supported regulatory, collateral, and bankruptcy
reform in Ukraine. The regulatory reform activity provided deregulation assistance to the State Committee for
Regulatory Policy and Entrepreneurial Activity and supported three pilot municipal regulatory activities. Thanks
in large measure to this project, the presidential decree "On Introduction of a Uniform State Policy in the Sphere
of Entrepreneurship" was adopted in January 2000, and a new licensing law was passed in June 2000. A
USAID project dealing with laws on collateral helped establish an electronic pledge registry for use by borrowers
and lenders, and drafted a new law to expand the scope of the registry to other forms of security interests such
as leases and conditional sales. This draft law passed its first reading in the Parliament in January 2000. In
addition, a new Ukrainian bankruptcy law became effective in January 2000, providing powerful tools for
restructuring insolvent enterprises. USAID also assisted in drafting the Civil Code, which received its second
reading in June 2000. A new USAID project that began during FY 2000 is seeking to establish a Commercial
Law Resource Center, which will provide legal assistance and training for commercial law professionals.

USAID Agricultural Reform Programs: The pace of agricultural reform remained slow in Ukraine in FY 2000.
Nevertheless, USAID continued its farm restructuring efforts, with 922 farms restructured to date and land titles
issues to over 239,000 individuals. By the end of FY 2000, 243 grain elevators were 70-percent privatized and
237 were completely privatized. USAID also focused on assisting private farmers, farmers’ associations and
advocacy groups, and on restructuring farms in promising oblasts. Continued agricultural policy reform is a key
requirement for continued U.S. Government assistance in this sector. USAID’s current plans are to expand
assistance in land titling, continue modest levels of assistance in agricultural policy reform, and additional
assistance in agricultural inputs and marketing for private farmers.

USAID Local Government and Municipal Development Programs: In FY 2000, a USAID-funded
computerized budget model helped 48 Ukrainian cities (representing 44 percent of all Ukrainian cities with a
population of 50,000 to 1 million) improve their financial management and transparency. Over 30 of these cities
are now actively using citizen task forces and advisory boards. The advisory boards are focusing on such
issues as economic development, communal services, strategic planning and tourism. Thirteen cities have
increased the transparency of government operations by using competitive bidding for services and assets. In
addition, 15 cities worked on improving their management of municipal services and assets, resulting in
improvements in trolley bus, water and other communal services; tariff collection rates; and reduction of energy
consumption. During FY 2000, 18 U.S.-Ukrainian municipal partnerships worked together to achieve results in
the areas of economic development, budget, housing/communal services, transportation, and citizen
participation through a program implemented by the U.S.-Ukraine Foundation. A total of 76 Ukrainian interns
spent two weeks each in their U.S. partner city, and U.S. city officials provided ongoing training in their
Ukrainian partner cities. In addition, the successful Lviv Vodokanal and Effective Local Government Projects
were extended to eight cities, in collaboration with a new loan program from the European Bank for
Reconstruction and Development (EBRD). USAID also continued to support the Association of Ukrainian Cities
(AUC), whose membership has grown to 285 municipalities. In FY 2000, the AUC lobbied for passage of
legislation to provide local governments more revenue stability and fiscal autonomy, increased its training
capacity and improved its communications network through the establishment of regional offices in 19 oblasts
(regions), and collected and disseminated over 40 “best practices” among Ukrainian local governments through
its website and five publications. In addition, 30 mayors, deputy mayors and department heads participated in
five U.S.- and Polish-based courses or study tours.
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Democracy Programs

U.S. Department of State — Information Programs: Under the Internet Access and Training Program (IATP),
six Ukrainian cities now have U.S. Government-funded Internet access sites that are serving alumni of U.S.
Government exchange and training programs, as well as the broader Ukrainian public. In FY 2000, the U.S.
Embassy’s Public Affairs Section, in collaboration with the State Department's Office of International Information
Programs (1IP), expanded its translation programs, speaker programs and Information Resource Center
activities to provide new information resources to the Ukrainian public. Eight American books on the
environment, economics, law and business were made available to Ukrainian readers through cooperative
publishing and distribution agreements, while 18 booklets on topics such as HIV/AIDS, intellectual property
rights, elections, education, literature, the World Trade Organization, the judiciary and the rights of the disabled
were printed and distributed by the U.S. Embassy to leading Ukrainian officials, the media and the public. The
Information Resource Center, in its second year of operation, expanded its staff in order to help it provide
information to parliamentarians, cabinet and presidential administration officials, the media and others on U.S.
legislation, current news and analysis, and in-depth research on specialized topics. [IP-funded U.S. speakers
familiarized Ukrainians with various aspects of life in the United States, through lectures and roundtables on
culture, information science, libel law, arts management, the elections process and combating trafficking in
women and children.

U.S. Department of State — NIS Training Grants Program: In FY 2000, the NIS Training Grants Program
provided $500,000 to five U.S. NGOs that helped 30 Ukrainians to see first-hand the methods by which their
American partners deal with issues in the fields of women's leadership, environmental law and distance
learning. This program has already led to Ukrainian initiatives in all three fields.

USAID NGO Development Programs: During FY 2000, USAID continued to support a four-year project
designed to assist and support Ukrainian NGOs, implemented by the Counterpart Alliance for Partnership
(CAP). The project currently focuses on providing financial and technical assistance to competitively selected
projects in the areas of youth initiatives and leadership, substance abuse prevention/rehabilitation, HIV/AIDS
prevention, and social services to vulnerable groups (such as disadvantaged children, pensioners and the
disabled). To date, CAP has awarded 278 grants totaling over $2.8 million to 189 grantees, with matching
donations of over $1.6 million contributed by recipient organizations. This support has helped Ukraine’s NGO
sector to evolve and establish organizations that are now supplying NGO support services and training. CAP
provides grants and project monitoring through on-site visits and consultations, as well as technical assistance
and training in general NGO development and sector-specific training. One of the objectives of the program is
to encourage NGO coalition-building and promote improved legislation, public policy and advocacy (lobbying,
public awareness campaigns, etc.). CAP has initiated a special challenge program to promote increased
cooperation between NGOs and corporate sponsors and government structures in order to provide broader
community-based support to NGOs.

U.S.-EU Transatlantic Initiative: FY 2000 also saw the completion of a program of cooperation with the
European Union (EU) to support NGO development in Ukraine. Begun in 1999, this program included a
successful small grants program that provided $320,000 in grants to 39 Ukrainian NGOs chosen from over 900
applications. The U.S. Embassy's Democracy Commission contributed $200,000 in further support. (See below
for details.)

USAID Support for Civic Activism: The USAID-supported momentum for increased citizen activism that was
generated during Ukraine’s 1999 elections continued in FY 2000. The Committee of Voters of Ukraine (CVU),
which was very active in election monitoring in 1999, expanded its activities to monitor parliamentary activities
on a daily basis and publicize its findings broadly. As part of another new initiative, CVU set up resource
centers to support advisory Citizen Community Boards recently created in four major cities. Meanwhile, the
Freedom of Choice Coalition that united many Ukrainian NGOs for the 1999 elections is now refining plans for
coordinated national action by NGOs in the battle against corruption. USAID support has also enabled pro-
reform NGOs and think tanks to engage policy makers and take advantage of the receptivity of Ukraine's new
pro-reform prime minister. The policy recommendations of one USAID-funded study on Ukraine’s shadow
economy became part of a new national policy document. An association of retail traders used their USAID
grant to prepare and successfully lobby for retailer-friendly modifications to the Law on Corporate Income Tax.
USAID support helped stage conferences and roundtables that brought together members of the new
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government with representatives from reform-oriented think tanks. Thanks to such productive encounters, an
ad hoc group of five NGOs now reviews policy papers for the prime minister's office on a pro bono basis.

USAID Independent Media Programs: In FY 2000, Ukraine’s non-state media faced increasing difficulties as
they attempted to provide unbiased information to the Ukrainian public. The combined effect of government
harassment, buy-outs, and personal attacks on journalists coerced the media into playing a relatively subdued
role. The Verkhovna Rada (Parliament) continued to reject proposals introducing limits on liability claims
against journalistic libel, which would have helped protect journalists from lawsuits by prominent and powerful
figures. USAID programs continued to help defend freedom of the press through education, media monitoring
and business management programs designed to increase the independence of media outlets. Through the
ProMedia Program implemented by the International Research and Exchanges Board (IREX), USAID supported
the Media Legal Defense and Education Program (LDEP), which provides training for journalists, lawyers and
judges in Ukrainian and European laws that affect the media, particularly in the area of freedom of expression.
The LDEP provides informal advice and consultations to journalists and media outlets, pre-publication review of
articles, and can pay some or all of the legal costs of defending a journalist or media outlet facing legal action.
Ukrainian lawyers trained and/or supported by LDEP have successfully defended numerous media
organizations and journalists, using the arguments and tactics developed by the LDEP. U.S. Government-
funded assistance also directly supported the production of independent news programs, non-partisan civic
education broadcasts, and public service announcements.

U.S. Department of State — Media Programs: The U.S. Embassy’s Public Affairs Section provided grants
totaling over $100,000 in direct support of independently minded local media outlets struggling to stay in
operation. Other media-support efforts included $250,000 in cooperative television (“TV co-op”) projects, which
gave production teams from cities throughout Ukraine to travel to the United States to produce documentaries
on topics such as anti-corruption, the U.S. elections and good governance.

USAID Political Process and Party-Building Programs: Most political groups in Ukraine resist coalition-
building, but consultations and encouragement (including study tours to Poland) provided by the National
Democratic Institute (NDI) are at least partly responsible for the new level of cooperation achieved this year by
three parties, the two factions of Reforms and Order, and the Congress of Ukrainian Nationalists. Other
programs implemented by NDI and the International Republican Institute (IRI) have opened new channels of
communication and support to locally elected deputies in Ukraine by sponsoring training for new deputies in
almost every oblast (region) of the country. A national conference held in late 2000 focused on planning for
future activities with these potential reformers.

USAID Legal Reform Programs: USAID has identified eight pieces of framework legislation critical to
achieving legal reform in Ukraine, including the Civil Code and a law on the judiciary. The USAID Mission in
Kiev has been supporting the Civil Code revision process for several years. This legislation governs virtually all
commercial activity in Ukraine and is said by many to be second in importance only to the country’s constitution.
In June, the Verkhovna Rada (Parliament) completed its second reading of the revised Civil Code, with final
passage expected soon. The adoption of a Law on the Judiciary by June 2001, set forth as a requirement under
the Ukrainian Constitution, is also an important priority for Ukrainian legal-sector reform. This legislation will
determine the organizational framework for the entire court system. The structure of the judiciary has been a
hotly disputed topic, with many participants drafting proposals emphasizing their own role in the judiciary.
USAID has been tracking developments related to this legislation and sponsoring roundtables, seminars and
working groups to encourage informed decisions and consensus-building.

USAID Rule-of-Law Programs: Ukrainian legal-advocacy NGOs are effectively fostering citizens’ demands for
the enforcement of their legal rights and for ensuring legal accountablility, by employing lawyers who seek out
and engage in class-action lawsuits, public-interest lawsuits and test cases on behalf of disadvantaged groups
who suffer from a common infringement of their rights. The American Bar Association's USAID-funded Central
and East European Law Initiative (ABA/CEELI) is supporting three Environmental Public Advocacy Clinics
(EPACSs), which are providing free advice to Ukrainians on environmental matters and are pursuing court cases
to achieve redress of violation of environmental rights. In addition, the Committee of Voters of Ukraine (CVU)
has expanded its activities to encourage new forms of citizen watchdog activities at the local level, including a
"public hours" program in 45 consulting offices across Ukraine that helps citizens pursue complaints against
unresponsive officials. USAID has also sponsored legal advocacy programs that support and educate reform-
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minded lawyers defending people accused of political crimes, highlighting human rights violations, defending the
media, and advocating for judicial oversight of executive authorities.

USAID Anti-Corruption Programs: USAID is supporting anti-corruption programs in Lviv, Donetsk and
Kharkiv. These community-based partnership programs bring all sectors of society together to develop their
own locally tailored strategies against corruption, including specific action plans and targets for preventive
measures. The program in Donetsk resulted in the establishment hotlines for citizen complaints to government
offices, new procedures for traffic police and business inspections, and a citizens' advocate office that provides
legal support for businesses and individual citizens with grievances about corrupt officials. In addition, the
USAID-supported Freedom of Choice Coalition has developed a national anti-corruption program. Close to 100
NGO members of the coalition participate in the program, which was organized without substantial USAID
involvement or assistance.

U.S. Department of State — Anti-Crime Training and Technical Assistance (ACTTA) Program: In FY 2000,
the U.S. and Ukrainian Governments signed a “Program for Bilateral Cooperation for Combating Corruption and
Organized Crime, 2000-2005,” which is intended to intensify cooperative anti-crime efforts. The U.S.-Ukrainian
Mutual Legal Assistance Treaty in Criminal Matters, signed in July 1998, was ratified in early September 2000
by the Ukrainian Parliament. The State Department's Bureau of International Narcotics and Law Enforcement
Affairs (INL) continued to fund a resident legal advisor (RLA) in Kiev to provide technical assistance to the
Ukrainian Government and to coordinate U.S. Government-funded criminal justice and law enforcement
programs in Ukraine. The RLA worked with the Ukrainian Government on new criminal law and criminal
procedure codes and money-laundering statutes. In FY 2000, ACTTA courses and seminars sponsored by the
Federal Bureau of Investigation (FBI), U.S. Drug Enforcement Administration (DEA), U.S. Department of Justice
(DOJ) and the U.S. Treasury Department’s Federal Law Enforcement Training Center (FLETC) were conducted
for Ukrainian law enforcement officials and members of the judiciary in Kiev and in other regions of Ukraine. The
FBI sponsored five seminars on homicide investigations, advanced organized crime, task force management,
money laundering and law enforcement executive management for senior law enforcement officials. The FBI
also sponsored the first participation by a Ukrainian law enforcement official in extended training at the FBI's
National Academy in Quantico, Virginia. In addition, Ukrainian law enforcement officials participated in regional
training on combating transnational organized crime, corruption and economic crimes at the International Law
Enforcement Academy (ILEA) in Budapest, Hungary. The U.S. Treasury Department and other agencies have
been working with Ukrainian Government on money-laundering legislation and an anti-money-laundering
program plan. FLETC has conducted traini